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JOINT OVERSIGHT HEARING ON: COMPACTS 
OF FREE ASSOCIATION WITH THE MAR- 
SHALL ISLANDS, FEDERATED STATES OF 
MICRONESIA, AND PALAU 


THURSDAY, OCTOBER 1, 1998 

House of Representatives, Committee on Re- 
sources, AND Subcommittee on Asia and the Pa- 
cific, Committee on International Relations, 
Washington, DC. 

The Committees met, pursuant to notice, at 2 p.m., in room 1324, 
Longworth House Office Building, Hon. John J. Duncan, Jr. [acting 
chairman of the Committee on Resources] presiding. 

Mr. Duncan, [presiding] The joint hearing will now come to 
order. 

The Committee on Resources and the International Relations 
Subcommittee on Asia and the Pacific is meeting today to hear tes- 
timony on the Compacts of Free Association with the Republic of 
the Marshall Islands, the Federated States of Micronesia, and the 
Republic of Palau. 

Under rule 4(g) of the Committee rules, any oral opening state- 
ments at hearings are limited to the chairman and the Ranking 
Minority Member. This will allow us to hear from our witnesses 
sooner and help members keep to their schedules. Therefore, if 
other members have statements, they can be included in the hear- 
ing record under unanimous consent. After my opening statement, 
I will recognize Chairman Bereuter for any statement he may 
have. I will then recognize the Ranking Minority Member of the 
Committee as well as the Subcommittee on Asia and the Pacific for 
any statement. 

STATEMENT OF HON. JOHN J. DUNCAN, JR., A REPRESENTA- 
TIVE IN CONGRESS FROM THE STATE OF TENNESSEE 

Mr. Duncan. Let me, first of all, commend Chairman Bereuter 
of the International Relations Subcommittee on Asia and the Pa- 
cific, and Chairman Don Young of the Committee on Resources for 
their continuing mutual oversight efforts which began during the 
last Congress with a similar joint hearing on the Compacts of Free 
Association with the Republic of the Marshall Islands, the Fed- 
erated States of Micronesia, and the Republic of Palau. Our current 
free association relationship with these three separate sovereign re- 
publics is unprecedented in U.S. history, and warrants the contin- 
ued review by the Congress. 
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In 1984, President Ronald Reagan proposed a new status for the 
trust territories of the Pacific through negotiated Compacts of Free 
Association. Congress then conducted over 30 hearings and the 
Reagan Administration responded to various concerns through im- 
plementation agreements which were ultimately required in the 
legislation approving the new status for the islands. The Congress 
approved free association relationships with these areas with the 
enactment of Public Laws 99-239, 99-658, and 101-219 in 1985, 
1986, and 1989. As separate sovereign nations, these areas have 
their own nationality and citizenship, are members of the United 
Nations, and have full diplomatic relations based on the Vienna 
Convention on Diplomatic Relations. 

Certain economic provisions of the compact with the Marshall Is- 
lands and the FSM are set to lapse at the end of 15 years. By law, 
the administration is to begin negotiations on those provisions next 
year. The 15-year lease of the U.S. missile testing facility at Kwaja- 
lein in the Marshall Islands is also up for renewal at the same 
time. 

While not a perfect arrangement, the Compact of Free Associa- 
tion has served the United States interests well by providing the 
framework for transition from the United Nations trusteeship to 
separate national sovereignty for the Republic of the Marshall Is- 
lands, the Federated States of Micronesia, and the Republic of 
Palau. The freely associated states have had their share of suc- 
cesses and failures as part of the growing pains of separate 
sovereigns. However, in many respects there has been better fiscal 
accountability by the free associated state governments under the 
compact than there was under the trusteeship bureaucracy. This 
seems to be underscored by the lack of Federal oversight of grants 
and programmatic assistance in the freely associated states. In 
1989, Congress directed the Secretary of the Interior to station at 
least one person in the U.S. offices in the Marshalls, the FSM, and 
Palau. Apparently it is only recently that just one individual has 
been stationed in the islands for all three of the freely associated 
states. 

This oversight hearing provides a chance for the Congress to 
evaluate the progress of the compacts toward realizing President 
Reagan’s goal of an internationally recognized separate sovereign 
free association relationship based on decades of close friendship 
between the people of the former trust territory of the Pacific Is- 
lands. We have an opportunity today to meet with members of the 
Committees on Resources and International Relations to jointly re- 
view the policy embodied in the compact and subsidiary agree- 
ments. 

I think we can be proud of the Compacts of Free Association, 
which contributed to a significant United States leadership initia- 
tive that moved relations with the concerned islands out from the 
shadows of cold war international politics and recognized the spe- 
cial bonds that had formed between our government and the peo- 
ples of the trust territory. Our experience since enactment of the 
compact vindicates the policy of President Reagan that self-govern- 
ment, based on the choices made by the people of the islands, 
would represent improvement and progress in our relations with 
the peoples of the former trust territory. 
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I again wish to thank Chairman Bereuter of the Subcommittee 
on Asia and the Pacific and his staff for their cooperation with this 
hearing. I also want to acknowledge the support and interest of 
Full Committee Chairmen Benjamin Gilman and Don Young re- 
garding U.S. freely associated state matters, who have introduced 
House concurrent resolution 92, emphasizing U.S. interests in Mi- 
cronesia. I look forward to joint efforts between our respective com- 
mittees to ensure that the United States interest is protected as 
the U.S. consults with the free associated state governments re- 
garding compact provisions. The views of the witnesses today from 
the administration and the three freely associated states will help 
the Congress in understanding the progress to date with the exist- 
ing relationship, and provide a basis for review. 

[The prepared statement of Mr. Duncan follows:] 

Statement oe Hon. John J. Duncan, Jr., a Representative in Congress from 
THE State of Tennessee 

Let me begin by commending the Chairman Bereuter of the International Rela- 
tions Subcommittee on Asia and the Pacific and Chairman Don Young on the Com- 
mittee on Resources for continuing mutual oversight efforts, which began last Con- 
gress with a similar joint hearing on the Compacts of Free Association with the Re- 
public of the Marshall Islands, the Federated States of Micronesia, and the Republic 
of Palau. These Micronesian islands were part of the United Nation’s Trust Terri- 
tory of the Pacific Islands which the United States administered after World War 
II as a strategic trusteeship. Our current free association relationship with these 
three separate sovereign republics is unprecedented in U.S. history and warrants 
the continuing review by the Congress. 

In 1984, President Ronald Reagan proposed a new status for the trust territories 
of the Pacific through negotiated Compacts of Free Association. Many questions 
were raised about the new status concept of full self-government as a separate sov- 
ereign in free association. Congress conducted over 30 hearings and the Reagan Ad- 
ministration responded to various concerns through implementation agreements 
which were ultimately required in the legislation approving the new status for the 
islands. 

The Congress approved free association relationships with these areas with the 
enactment of Public Laws 99-239, 99-658, and 101-219 in 1985, 1986 and 1989. As 
separate sovereign nations, these areas have their own nationality and citizenship, 
are members of the United Nations, and have full diplomatic relations based on the 
Vienna Convention on Diplomatic Relations. All three maintain embassies in Wash- 
ington, DC, and similarly, the U.S. has embassies in the three freely associated 
states with either resident ambassadors, or in the case of Palau, a charge, the with 
ambassador being accredited out of Manila, Philippines. 

The U.S. and these islands each have entered into agreements through their re- 
spective Compacts, to provide certain rights of obligations to the other party. Most 
significantly, the U.S. has exclusive military rights and a legal defense veto over 
third party use of any of the land, ocean, or airspace of the islands (this oceanic 
exclusive economic zone comprises an area larger than the continental U.S.), as well 
as access and use of certain specified land, harbor, an airport facilities in various 
parts of the freely associated states, and the islands have free transit into the U.S. 
to work, study, or reside. The FAS also use U.S. currency and are synchronized with 
the U.S. postal system rates. The Compacts also provide for economic and pro- 
grammatic assistance for the FAS are varying rates. 

Compacts for the Marshall Islands and the Federated States of Micronesia began 
on respectively on October 24 and November 3, 1986 while Palau’s Compact did not 
start until October 1, 1994. Certain economic provisions of the Compact with the 
Marshall Islands and the FSM are set to lapse at the end of 15 years and by law, 
the Administration is to begin negotiations on those provisions in 1999. The 15 year 
lease of the U.S. missile-testing facility at Kwajalein in the Marshall Islands is also 
up for renewal at the same time. 

While not a perfect arrangement, the Compact of Free Association has served the 
United States interest well by providing the framework for transition from the 
United Nations trusteeship to separate national sovereignty for the Republic of the 
Marshall Islands, the Federated States of Micronesia, and the Republic of Palau. I 
also believe it is fair to say that these new associated republics are doing a better 
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job managing internal and external affairs than the Department of Interior was ahle 
to do as the trusteeship relationship became increasingly anachronistic in the 1970’s 
and 1980’s. 

The freely associated states have had their share of successes and failures as part 
of the growing pains of separate sovereigns. However, in many respects there has 
been better fiscal accountability by the free associated state governments under the 
Compact than there was under the U.S. trusteeship bureaucracy. This seems to be 
underscored by the lack of Federal oversight of grants and programmatic assistance 
in the freely associated states. In 1989, Congress directed the Secretary of the Inte- 
rior to station at least one person in the U.S. offices in the Marshalls, the FSM, 
and Palau. Apparently, it is only recently that just one individual has been sta- 
tioned in the islands for all three of the freely associated states. 

There is considerable interest in determining the progress of the islands toward 
economic self-sufficiency, one of the primary underlying objectives of the Compact. 
The U.S. has a vested interest in seeing the islands achieve economic self-sufficiency 
and adequate employment opportunities as the citizens of the freely associated 
states have the right to freely enter, reside, study, or work in the U.S. More people 
will leave the islands and live in the U.S. if the quality of life does not improve. 

This oversight hearing provides a chance for the Congress to evaluate the 
progress of the Compacts toward realizing President Reagan’s goal of an inter- 
nationally recognized separate sovereign free association relationship based on dec- 
ades of close friendship between the people of the former Trust Territory of the Pa- 
cific Islands. We have an opportunity today to with Members of the Committee’s on 
Resources and the International Relations to jointly review the policy embodied in 
the Compact and subsidiary agreements which was intended by Congress to: 

1. Preserve unique strategic partnerships with the Marshall Islands, Palau 
and the Federated States of Micronesia; 

2. Establish relations under bilateral treaties and with full self-government 
for the islands based on U.S. fulfillment of its commitment to respect self-deter- 
mination, rather than continuing non-self governing status under the United 
Nations trusteeship; and 

3. Advance economic self-sufficiency through Federal grants, programmatic 
assistance, infrastructure development like the Babeldaob circumferential road, 
tax, trade, postal, telecommunications, and other areas of mutual cooperation; 
and 

4. Complete trusteeship responsibilities including the long-term effects of the 
nuclear testing program in the Marshall Islands, prior service benefits, and in- 
frastructure defects. 

I think we can be proud of Compacts of Free Association, which contributed to 
a significant United States leadership initiative that moved relations with the con- 
cerned islands out from the shadows of Cold War international politics and recog- 
nized the special bonds that had formed between our government and the peoples 
of the trust territory. Our experience since enactment of the Compact vindicates the 
policy of President Reagan that self-government based on the choices made by the 
people of the islands would represent improvement and progress in our relations 
with the peoples of the former trust territory. 

I want to thank Chairman Bereuter of the Subcommittee on Asia and the Pacific 
for his cooperation with this hearing. I also want to acknowledge the support of Full 
Committee Chairmen Benjamin Gilman and Don Young regarding freely associated 
state matters, who have jointly introduced House concurrent Resolution 92, empha- 
sizing U.S. interests in Micronesia. I look forward to joint efforts between our re- 
spective committees to ensure that the United States interest is protected as the 
U.S. consults with the free associated state governments regarding the expiration 
in 2001 of those Compact provisions which were limited to fifteen years. The views 
of the witnesses today from the Administration and the three freely associated 
states will help the Congress in understanding the progress to date with the exist- 
ing relationship and provide a basis for the future. 

Mr. Duncan. I now will recognize the Ranking Minority Member, 
my good friend Mr. Faleomavaega, for any statement that he wish- 
es to make at this point. 

STATEMENT OF HON. ENI F.H. FALEOMAVAEGA, A DELEGATE 
IN CONGRESS FROM AMERICAN SAMOA 

Mr. Faleomavaega. Thank you, Mr. Chairman. I commend you 
for calling this joint oversight hearing between the Resources Com- 
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mittee and the Committee on International Relations Sub- 
committee on Asia and the Pacific. I am a member of both commit- 
tees and it is indeed a pleasure to participate in today’s hearing fo- 
cusing on a very timely subject in the Pacific, the Compacts of Free 
Association with the Republic of the Marshall Islands, the Fed- 
erated States of Micronesia, and the Republic of Palau. 

Mr. Chairman, I welcome to the distinguished panel of the ad- 
ministration witnesses to testify before our committees today. In 
particular, I would thank Assistant Secretary of State for East 
Asian and Pacific Affairs, Secretary Stanley Roth, for appearing be- 
fore us. When Secretary Roth was with the House Foreign Affairs 
Committee, for years we worked closely on policy issues crucial to 
the Pacific region, resulting in the issuance of a committee report 
entitled Problems in Paradise. I know from personal experience, 
Mr. Chairman, that few individuals in Washington possess the 
knowledge, the skills and the depth of experience as Secretary Roth 
has in the affairs of the Pacific. As a matter of fact, Mr. Chairman, 
as far as to my knowledge, I believe Secretary Roth is probably the 
only Assistant Secretary of East Asian and Pacific Affairs who has 
ever had any understanding or real sense of appreciation and sen- 
sitivity to the problems of the Pacific region. I want to personally 
welcome Mr. Roth here in our committees. 

I would also note and extend a very warm welcome to the second 
panel, the distinguished diplomats who have appeared to testify on 
behalf of the governments of the Marshalls, the Eederated States 
of Micronesia, and Palau. I also welcome my good friend, A1 
Stayman, the director of the Office of Insular Affairs in the Depart- 
ment of the Interior. 

Mr. Chairman, as part of the trust territory of the Pacific Is- 
lands, the islands in Micronesia were placed under the trusteeship 
of the United States after World War II. Under the United Nations 
trust agreement, it was the obligation of the United States to pro- 
mote the development of the inhabitants of the trust territory to- 
ward self government or independence, as may be appropriate to 
the particular circumstances of the trust territory and its people 
and the freely expressed wishes of the people’s concern. 

Mr. Chairman, accepting the trusteeship was not an altruistic 
gesture on the part of the United States. Let’s be quite plain about 
this. We were careful to use the region for military purposes and 
continue to do to this day. Nevertheless, substantial progress has 
been achieved in developing the island groups toward greater self 
governance. Today there is no longer a trust territory of the Pacific 
Islands. 

The early 1980’s brought compact agreements among the United 
States and the different island groups of the trust territory. In 
1994, with the approval of Palau’s Compact of Eree Association, 
trusteeship came to an end. 

Mr. Chairman, I want to especially note the tremendous con- 
tributions and keen foresight of the late Congressman Phil Burton, 
who participated during the negotiations process which culminated 
in our government’s approval of the Compacts of Eree Association 
with the ESM, the Marshalls and Palau. In fact, Mr. Chairman, to 
my personal knowledge, many of the social and educational pro- 
grams that were provided for the three nations were due largely to 
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Congressman Burton’s strong belief that these programs were crit- 
ical to the social and economic advancements of these nations. 

Mr. Chairman, as we near the end of the initial compact term 
in the year 2001 with the Republic of the Marshall Islands and the 
Federated States of Micronesia, it is an appropriate time to assess 
the state of affairs with these governments. Before we begin with 
our witnesses, I have a few observations. 

I note first that the initial negotiations in the compacts, such as 
with the Marshall Islands, took over a decade and a half Because 
of the complexity of the issues covered by these agreements, the 
time necessary for their negotiations, I strongly recommend, Mr. 
Chairman, that renegotiation of the contract begin as soon as pos- 
sible rather than delaying matters until late next year. 

In particular, Mr. Chairman, the administration should imme- 
diately enter into compact renegotiations, discussions with the 
Marshall Islands. This is warranted because of the unique nuclear 
legacy that exists between our nations, and the continuing security 
contributions to the United States that the Marshall Islands makes 
through Kwajalein Atoll. One of the greatest challenges confronting 
the Marshall Islands government is the need to address the lin- 
gering medical and environmental problems resulting from radio- 
active explosions caused by the U.S. nuclear testing program. 

The legacy of our 67 nuclear weapons detonations has resulted 
in a nightmare of health problems for the Marshallese people. In- 
cluding elevated rates of thyroid cancer, cervical cancer mortality 
rates 60 times the U.S. rate, breast cancer mortality rates five 
times greater than in the United States, and reproductive com- 
plications involving high rates of miscarriage and deformed babies 
that are stillborn. 

Mr. Chairman, the same is also true for environmental contami- 
nation problems in the Marshalls. Temporary storage facilities are 
leaching radionuclides into the marine ecosystem around Enewetok 
and Bikini. Portions of at least four atolls remain off limits to 
human beings. Mr. Chairman, addressing the nuclear legacy left by 
the United States has exhausted the limited resources allocated to 
the Marshallese people and profoundly affect the ability of the 
Marshall Islands to achieve a greater sense of self sufficiency as 
envisioned in the compact. 

Despite decades of tl.S. Government involvement, Mr. Chairman, 
the Marshall Islands are no closer to caring for its radiation prob- 
lems today than it was when the U.S. testing program began. We 
must never forget that the sacrifices of the Marshallese people sig- 
nificantly contributed to America’s nuclear deterrence program, fa- 
cilitating our victory in the cold war. 

Mr. Chairman, even in the post cold war era, however, the Mar- 
shall Islands continues to be of strategic value to the United 
States, and will be for the next several decades because of the U.S. 
arms ballistic missile and anti-ballistic missile testing facilities at 
Kwajalein Atoll. Given the increasing danger posed by inter- 
national terrorism and rogue nations such as North Korea, Libya, 
Iran and Iraq, it is good that both the administration and Congress 
have committed to accelerate national missile defense research and 
development programs. Kwajalein Atoll is one of only two U.S. 
strategic missile defense test sites authorized under the Anti-Bal- 



7 


listic Missile Treaty. Moreover, as a buffer between Hawaii and 
Asia, Kwajalein Atoll acts as a tl.S. intermediary to potential polit- 
ical, economic, and military adversaries such as China and the Pa- 
cific region. Kwajalein Atoll also serves U.S. interests by providing 
a NASA tracking center and satellite launching sites. 

Mr. Chairman, in calling for early compact renegotiations, I 
would further recommend that the discussions take place in the 
Pacific at the East-West Center in Hawaii. Since its formation in 
1960 by an Act of Congress, the East-West Center has distin- 
guished itself as the region’s most respected institution for fur- 
thering U.S. relations with the nations of the Asia Pacific region. 
It is my understanding that the center would welcome the oppor- 
tunity to host these important compact discussions. It provides an 
ideal forum, conveniently located for all parties concerned. 

Concluding, Mr. Chairman, it is important that the compact re- 
negotiations occur in an atmosphere of good faith, free of nega- 
tivism and disrespect. I find it very disturbing, Mr. Chairman, that 
some representatives of the U.S. Government may not share this 
point of view and have gone out of their way to show lack of re- 
spect for our compact partners, even to the point of interfering with 
domestic political affairs such as in the Marshall Islands. Such be- 
havior, if true, Mr. Chairman, is highly unprofessional and beneath 
the dignity of our relations with these nations, and they should be 
stopped. 

Thank you, Mr. Chairman, for holding this hearing to provide 
members of both committees the opportunity to determine the sta- 
tus of the commonwealths of the freely associated states. America 
has never walked away from her allies in their times of need. As 
we enter this important period for compact negotiations, I am con- 
fident that our Nation will do what is right and fair for our friends 
throughout the island nations of Micronesia. I thank you, Mr. 
Chairman. 

Mr. Duncan. Well, thank you. I mentioned in my opening state- 
ment and thanked a couple of times Chairman Bereuter because 
this is, as I mentioned, a joint hearing between our Committee and 
the subcommittee that he chairs, the International Relations Sub- 
committee on Asia and the Pacific. I would like to call on my good 
friend and one of the most respected members of this body. Chair- 
man Bereuter, for any statement he wishes to make at this time. 

Mr. Bereuter. I thank you very much. Chairman Duncan. 
Thank you for your kind words. 

Mr. Faleomavaega. Will the chairman yield? I would also like 
to ask unanimous consent if the statement of the gentleman from 
California, Mr. Miller, be made part of the record. 

Mr. Duncan. We’ll make that part of the record. 

[The prepared statement of Mr. Miller follows:] 

Statement of Hon. George Miller, a Representative in Congress from the 

State of California 

Mr. Chairman. I’m pleased this hearing is being held today in order for us to look 
at how well the compacts of free association with the Republic of the Marshall Is- 
lands, Federated States of Micronesia, and Palau are working. I want to thank you 
for bending to the will of the Democratic members and permitting representatives 
of the Pacific nations to join us here today and testify as to their experiences with 
compact implementation. I understand the concern for time limitation and the de- 
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sire to focus on the administration, however, since these compacts are bilateral 
agreements, it makes sense to have all parties present. 

This afternoon we will hear from the agencies responsible as to the various provi- 
sions of the compacts to determine if the intended goals are being met and promises 
kept on all sides. This hearing will help us prepare for negotiations next year with 
the Federated States of Micronesia and the Republic of the Marshall Islands on the 
economic provisions. The stated goal of Title II is “to assist the FAS in their efforts 
to advance the economic self-sufficiency of their peoples.” This is a tall order and 
one that requires hard work, sacrifice, and flexibility by all the nations. 

We have a very unique and close relationship with the freely associated states 
and their people. I believe we have a special responsibility to nurture and assist 
these developing governments in an area of the world where the U.S. has, at times, 
had a checkered history. Recently, the House passed a bill dealing with higher edu- 
cation which would have ended eligibility to certain education programs for FAS 
students attending college in the U.S. This language was put in by the Majority 
party on the Education and Workforce Committee because of their view that as for- 
eign nations the FAS shouldn’t have access to U.S. programs. I disagree with this 
notion and firmly believe that assisting FAS students in gaining access to U.S. uni- 
versities will only enhance the likelihood of the mutually agreed goals of the com- 
pacts. As I believe all here are aware, we were able to have that language removed 
from the final product but it is a stark reminder of what we will be facing when 
renegotiations begin next fall. 

I want to thank all of the witnesses for being here this afternoon — those that trav- 
eled a few blocks and those who traveled many time zones. 


STATEMENT OF HON. DOUG BEREUTER, A REPRESENTATIVE 
IN CONGRESS FROM THE STATE OF NEBRASKA 

Mr. Bereuter. I just have a few words I would like to say pre- 
liminarily. First of all, one, I appreciate the opportunity to hold 
this joint hearing with the Resources Committee, Mr. Chairman. I 
think it is appropriate now that we examine the state of affairs 
with the Freely Associated States and peripherally I would say 
with the Northern Marianas, that opted for a commonwealth sta- 
tus. 

When I was a junior Member of Congress, I served in this Com- 
mittee room on the Interior Committee and on what was called the 
Insular Affairs Subcommittee. I have visited several parts of all 
four of our former trust territories in the Pacific, and followed with 
considerable attention what has happened in those areas since that 
time. I think as we examine these issues today, we ought to look 
at how well the objectives we attempted to achieve in negotiating 
the compacts with three of the four Pacific trust territories are 
working out. The assistance of course for the Marshalls and Micro- 
nesia, the Federated States of Micronesia, will last until 2001. As- 
sistance to Palau, because of a later start will continue to 2009. 

The annual grant funding for the Federated States of Micronesia 
started out in 1986 at $60 million. Although that figure has de- 
clined somewhat since 1991, other program funding has added ap- 
proximately $50 million a year. The Republic of the Marshall Is- 
lands will over the 15-year length of the compact receive approxi- 
mately a very generous $900 million. For its part, Palau is sched- 
uled to receive $517 million through the compact from 1995 
through 2009. 

What will happen when the compact with the Marshalls and the 
FSM expire in 2001 I think will depend greatly on actions taken 
now in the next few years by both the United States and the Freely 
Associated States. I would think that our hearing today might at- 
tempt to draw attention to issues that will ensure that when 2001 
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arrives, we will be well prepared, and therefore, to look at this 
hearing at the purposes of the compacts themselves. We hope to 
learn if the early hopes in the U.S. and the Freely Associated 
States have been realized. We are interested in learning what 
issues we and our friends in the Freely Associated States need to 
address before the compacts expire. 

For example, what programs do the compacts fund, and how are 
these programs administered? To what extent have payments 
under the compact promoted economic development, especially self- 
sufficiency? Also, what additional obligations arise from the com- 
pact? I know, for example, that the obligations to provide Pell 
Grants and other educational assistance to the Pacific Islands’ stu- 
dents have come under close scrutiny in recent months. What other 
obligations are there, and what is the cost to the American tax- 
payer? 

The gentleman from American Samoa mentioned the issue of nu- 
clear waste. I must say I was very disturbed to learn in a visit to 
Taiwan that negotiations at some stage of sophistication were un- 
derway, at least exploration for Taiwan to ship its nuclear waste 
to one of the Freely Associated States, something that I thought 
was a very disturbing development, inconsistent with all of the suf- 
fering that the people in that region had been through. 

I would also say very candidly that when I was in the Marshall 
Islands and in the Federated States of Micronesia and Palau and 
the Northern Marianas, at least in one or more of those locations, 
I saw endemic corruption that was very troublesome. I would hope 
that that corruption has been reduced, and hopefully eliminated. 
Certainly it was diverting a significant amount of the resources 
that ought to have gone to the people of the region from them. I 
think, candidly, we need to look at whether or not those corruption 
problems are healed or reduced. That is not a blanket condemna- 
tion because I saw great variation between and among the various 
Pacific trust territories at that time. I hope since they have taken 
on a responsibility for their own self governance, except for foreign 
policy and national security, that those problems have declined or 
been eliminated. 

Mr. Chairman, I look forward to the testimony of our distin- 
guished witnesses and the subsequent panel. I thank you. 

Mr. Duncan. Thank you very much. Chairman Bereuter. Now I 
would like to call on for an opening statement my good friend Rob- 
ert Underwood, who is the Congressman from Guam. 

STATEMENT OF HON. ROBERT A. UNDERWOOD, A DELEGATE 
IN CONGRESS FROM GUAM 

Mr. Underwood. Thank you, Mr. Chairman. I too want to ex- 
tend my congratulations to the chairman of the Subcommittee, Mr. 
Bereuter, and Chairman Young for holding this hearing. I also 
want to extend my own words of welcome to the first panel, espe- 
cially Stanley Roth, who has been so instrumental in making the 
compacts go, as many of us who are familiar with these events 
fully recognize. 

I have a statement that I would like entered into the record. 

Mr. Duncan. Yes. 
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Mr. Underwood. Just to say a couple of comments. I just want 
to state that certainly of all the areas that are represented in the 
U.S. House, I think the place I represent is most directly affected 
by the nature of the compacts as well as the implementation of the 
compacts. I want to state for the record that the people of Guam 
certainly endorse the idea of continuing whatever kind of assist- 
ance can be given to the Freely Associated States in order to ad- 
vance their economies, because not only is it good in the fulfillment 
of an obligation to the peoples of the former trust territories, but 
it also helps our own economic development on Guam as well. We 
are all tied together by various connections, cultural, historical, 
and of course geographical. We all maintain ties that far exceed 
and go beyond and sometimes have to go around existing ties that 
exist between the United States and these freely associated govern- 
ments as separate entities. 

The compacts are certainly interesting and provide for a different 
kind of set of international relations. Although these states are 
fully sovereign, I prefer to think of them as ongoing partnerships 
and very close partnerships between the United States and the 
Freely Associated States. We do have our share of problems of im- 
plementation of the compacts, which have had some negative ef- 
fects on Guam, and certainly I am very happy for the opportunity 
to state some of those in my prepared remarks, as well as the proc- 
ess that we’re entering into in order to state them to members of 
the administration, so that as they prepare for the negotiations 
with the Freely Associated States, that these concerns might be 
raised in one way or another. 

The problems associated with the migration of large numbers of 
people to Guam have been stated repeatedly over and over, includ- 
ing an obligation by the Federal Government to help the govern- 
ment of Guam recover from some of those costs, financially as well 
as making sure that we have a full understanding of the meaning 
of the term habitual resident. I also want to stress my concern 
about the implementation of programs that are designed to help 
the Freely Associated States grow economically, but at some point 
in time as well, that they might have some not very happy cir- 
cumstances in Guam, happy fallout on Guam. 

One of the issues that the people on Guam continually raise is 
the issue of tuna transshipment and how in some of the compact 
states they require the tuna to be transshipped out of their own 
areas rather than being transshipped through Guam. Of course 
that has some negative effect on us. 

I remain fully confident that we can work many of these prob- 
lems out. I certainly hope that we will. I also look forward to hear- 
ing the comments about the continuing strategic value of these 
areas as we move from what was formerly the only strategic trust- 
eeship under the U.N. system to the concept of strategic denial and 
to what we have today, which remains rather unclear to me. Thank 
you. 

[The prepared statement of Mr. Underwood follows:] 

Statement of Hon. Robert A. Underwood, a Delegate in Congress from the 

Territory of Guam 

Chairman Young and Chairman Bereuter: 
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I thank you and, the members of the Resources Committee and the International 
Relations Subcommittee on Asia and the Pacific for inviting the panels we have be- 
fore us today. It is very prudent to begin a dialogue on the Compacts of Free Asso- 
ciation in anticipation of renegotiations, and to discuss developments between Amer- 
ican-FAS relations since the Compacts were originally agreed to in 1986. 

More often than not, I find myself educating my colleagues and other Congres- 
sional staff not only about the FAS, but also about Guam’s unique history and our 
unique relationship with the FAS. As former trust territories and currently as na- 
tions in free association, the Federated States of Micronesia, the Republic of the 
Marshall Islands and the Republic of Palau are involved in a mutually-beneficial re- 
lationship with the United States in areas such as defense, the economy and edu- 
cation. And as the closest American territory to the FAS, Guam is affected by this 
special relationship. I would like to take this opportunity to discuss some of Guam’s 
concerns regarding the upcoming Compact renegotiations. 

Like any dynamic relationship, Guam and the FAS agree on many aspects, but 
we also have issues of contention. As some of my colleagues may know, the FAS 
are great transhipment centers for fish products, most notably tuna. Guam also has 
the infrastructure and means for becoming such a center. However, due to restric- 
tive regulations requiring fishing fleets who fish in FSM waters to transship only 
through the FSM, Guam’s potential in this industry has been effectively stifled. I 
understand that it is within international law for the FSM to promulgate such re- 
strictions, however, I see the renegotiation of the Compacts as an avenue for revis- 
iting this issue. 

The current economic crisis which began in Asia has already caused numerous 
lay-offs and business shut-downs on Guam. Our economy relies heavily on Asian 
tourists and without economic diversification, such as one which tuna trans- 
shipment can provide, the people of Guam will continue to suffer the whims of an 
economy dependent on a single industry. 

Another issue I would like to raise is FAS migration into Guam. The Compacts 
allowed for the free migration of FAS citizens to the United States and its terri- 
tories for the purpose of education and employment. 

Because of Guam’s proximity to the FAS, we have experienced a surge of FAS mi- 
gration in recent years and house a great number of “habitual residents,” the tech- 
nical classification for these FAS citizens. Despite the Federal Government’s limited 
reimbursement, Guam’s social and welfare services are strained beyond capacity. 
Recently, the Immigration and Naturalization Service (INS) issued preliminary reg- 
ulations governing and defining the classification of habitual residents. I believe the 
renegotiation of the Compacts will also be an advantageous platform to discuss FAS 
migration. While the original intent of the Compacts was to provide a manner by 
which FAS citizens could seek higher education and employment through migration, 
I believe Guam’s experiences as a result of this regulation deserves greater inspec- 
tion. I know that the people of Guam are very willing to work with the Administra- 
tion and the FAS on this issue. 

Guam’s strategic location at the “spear head” in the Western Pacific, permits a 
dynamic responsibility as well as opportunity. During the Cold War, the United 
States was the guarantor of peace and stability within the region. This assertion 
is no less true today, except that the international security environment is more 
complex and perhaps more urgent. The U.S. military has a responsibility to protect 
and defend our interests in the Western Central Pacific, the gateway to Asia. But 
at the same time, we must be cognizant that entire civilizations reside in these stra- 
tegic waters and we must respect and acknowledge their historical sacrifices and 
commitment to advance U.S. security. 

With this in mind, I express Guam’s support that the U.S. take into consideration 
the economic disadvantages that characterize the Pacific Islands. We have been a 
cornerstone for U.S. defense, and will continue to be, but there are concrete eco- 
nomic necessities which need Federal assistance, not as a handout but as hand up. 
I am hopeful that in the upcoming renegotiations, consideration of extending all nec- 
essary and appropriate Federal programs to stimulate and advance the economies 
of the FAS will be thought through carefully and judiciously. 

Again, I thank the Chairmen for convening this hearing, and I thank the panel- 
ists for taking the time to educate us further on the impact of the Compacts since 
their inception. I hope my colleagues will use this opportunity to educate themselves 
on the importance of our special relations with the FAS, I know I will. 

The Compacts are not perfect agreements, and there will be room for improve- 
ment. I am confident that we can look at the renegotiation of the Compacts not as 
the end of a few programs, but as the beginning of improved agreements which will 
carry our relationship to a higher level as we enter the new millennium. 
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Mr. Faleomavaega. Will the chairman yield? 

Mr. Duncan. Thank you very much. Yes. 

Mr. Faleomavaega. Mr. Chairman, I ask the Chair’s indulgence 
in a unanimous request. The poor people have been sitting there 
for 100 hours. I would like to ask if it is possible that they can sit 
over here since we have a lot of space for members to come, if it’s 
all right with the chairman. 

Mr. Duncan. It’s fine with me. 

Mr. Faleomavaega. You can all come sit in the dais here, if you 
like or you can stand there. You can come right over here and sit 
down. 

Mr. Duncan. All right, I would like to go ahead and introduce 
the first panel. The first panel consists of the Honorable Stanley 
Roth, who is Assistant Secretary for East Asian and Pacific Affairs 
of the U.S. State Department, the Honorable Kurt M. Campbell, 
Deputy Assistant Secretary of Defense for Asian and Pacific Af- 
fairs, and Mr. Allen P. Stayman, Director, Office of Insular Affairs 
of the U.S. Department of the Interior. 

Let me remind the witnesses that under our Committee rules, 
they must limit their opening oral statements to 5 minutes. We 
generally proceed in the order the witnesses are listed on the call 
of the hearing. That means that Mr. Roth, you would go first, fol- 
lowed by Mr. Campbell, and then Mr. Stayman. 

Mr. Roth, you may begin your statement. 

STATEMENT OF STANLEY ROTH, ASSISTANT SECRETARY FOR 

EAST ASIAN AND PACIFIC AFFAIRS, U.S. DEPARTMENT OF 

STATE 

Mr. Roth. Thank you very much, Mr. Chairman. Let me also 
begin by commending the two committees for undertaking this 
hearing. It is so easy, with all the other big issues on the plate in 
the Asia Pacific region and with all the issues you have on the In- 
terior Committee to put this one aside, particularly when we have 
not yet started the renegotiations. Taking the trouble to do this in 
advance speaks well for both committees. 

Let me also thank Congressman Faleomavaega and Congress- 
man Underwood for their particularly warm welcomes. I wish all 
my hearings began that way. 

I will be brief, not only because of the 5 minute rule, but because 
many of the points I had intended to make were already made in 
the opening statements by the members of the two committees. 
What I tried to do in my statement was to lay out the broad frame- 
work, for the Compact renegotiation: where we started, where we 
are, where we are going. Many of the specific details and particu- 
larly the programmatic details are the responsibility of the Interior 
Department, which provides the Compact funding. So I suspect 
that most of the questions will go in that direction. 

Let me start off with the big picture. First, where we started 
from has already been very well covered in the introductory re- 
marks. We started off from a dual perspective. One, what were our 
legal and moral obligations under the trusteeship? One of our obli- 
gations was to provide for the self-determination of the peoples in 
the trust territory. That was a major issue in the 1980’s. It’s easy 
to forget now in the post cold war period that this was not then 
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an obscure issue, but in fact was a major issue. In the United Na- 
tions it had a high ideological profile. It was in a sense an anachro- 
nism from the Second World War. It was a big deal for us to fulfil 
our obligations, not only for the peoples of Micronesia, but for our 
international standing as well. 

The second issue which has been mentioned briefly and will be 
discussed more by Dr. Campbell, is defense. In the cold war period 
again, there were huge defense issues at stake. We have forgotten 
some of those. Of course there was the one that Congressman 
Underwood mentioned: strategic denial. This means taking a vast 
stretch of the Pacific and maintaining the U.S. military control and 
ensuring that we could deny access to the ships of other countries. 
This was not a theoretical issue in the last decade. As you’ll recall, 
the Russian navy was starting to make significant inroads in the 
Pacific, including in the South Pacific, in the 1980’s. So there was 
very real concern at the time we were doing the Compact negotia- 
tion about Russian agreements with Island countries under the 
guise of fishing agreements, which could have given the Soviet 
Union direct access to the territorial waters of some of these coun- 
tries. So obtaining strategic denial in Miconesian waters was a 
major plus for us. 

Second, during the cold war, continued access to military bases 
in the Philippines was a major worry. As a contingency, we wanted 
to have a place to pull back to. That was one of the considerations 
with respect to the Palau Compact which has now dropped off the 
strategic map but was huge back in the 1980’s. 

Third, another consideration that’s been mentioned that still ap- 
plies is the vital strategic significance of Kwajalein. So you had all 
these defense interests, combined with our legal and moral inter- 
ests from the trusteeship. 

How has it all worked? Where are we now? I think the answer 
would have to be in some senses it’s worked fabulously well. I 
think in terms of fulfilling our legal and moral obligations under 
the Compact, we have done a good job. The entities are now all 
fully up and running as independent states. They are well accred- 
ited internationally. There is great stability. In that sense, I think 
we have accomplished a lot of what we set out to do. 

I think on the security side, the world has changed a lot more. 
I think that in fact with the cold war over and with Philippine 
bases no longer an issue, for one thing, that issue has dropped off. 
The question of strategic denial has changed a bit, but I would 
argue, and I think my Defense colleague will argue even more 
strongly, has not vanished. While there is no navy comparable to 
the Russian navy today in the Pacific, I would not want to stake 
my career that there will never be one. The ability to have stra- 
tegic denial for such a large region has to be important as we think 
about the future and into the next century. So strategic denial, if 
not as urgent as during the cold war, is still a very real interest. 

Of course Kwajalein does remain as important as ever because 
of the various missile programs that we have underway and the 
scarcity of facilities to test missiles. So we do have strategic inter- 
ests. 

Now how well have we done on our economic goals? I think here 
the picture is mixed. Frankly, as someone who had worked inten- 
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sively on the Compact at the time, I would have hoped we would 
be further along today in self-sufficiency for all the entities of Mi- 
cronesia. The truth is we’re not there yet. We can do a lot of 
fingerpointing and point out mistakes that have been made, wheth- 
er it’s by the Freely Associated States themselves or whether it’s 
by us, and “us” I think would include both the executive branch 
and the Congress. But the reality is that there has been some 
progress. I recently returned to Pohnpei in the Federated States of 
Micronesia after almost 10 years absence, and I certainly saw sig- 
nificant signs of economic development. So we’ve made some 
progress, but they are not ready to go it alone. 

The painful truth is, if the Congress and the Administration 
were to cutoff funding today or when we renegotiate, then in fact 
I think we would have a very hard time in these entities. There 
would be great depravation for the people in these entities, and 
that there would be a question as to whether we were being con- 
sistent with our historical relationship, indeed, our special relation- 
ship with these entities. So I think this is a factor that we do have 
to continue to look at. 

There has been a great emphasis recently on reform, working 
with the Asain Development Bank. Since the light is on, I won’t go 
into detail. In my statement. I’ve addressed our concerns about 
how some of the funds have been utilized. We have real concerns, 
but we are trying to address them. We think they can be addressed 
and we think there can be more progress. 

In terms of where we go from here, first let me commend you, 
Mr. Chairman, for stating the issue accurately. A lot of people talk 
about renegotiating the Compact. That is not accurate. The Com- 
pact stands. There are certain provisions of the Compact which do 
have to be renegotiated after 15 years and the negotiations have 
to start after 13 years. Those are the provisions we’re talking about 
today. We’re not talking about a fundamental renegotiation of the 
Compact. We are in the late stages of trying to select a high level 
negotiator to undertake this effort for the U.S. Government, but I 
don’t have a name for you today. 

Finally, in my statement I close, Mr. Chairman, with some of the 
questions we’re going to have to look at. We are going to have to 
work with both of your committees because the issues involve con- 
gressional actions. There are the questions concerning what type of 
funding we provide. How much, and under what terms? Do we con- 
tinue to provide funds with the full faith and credit of the U.S. 
Government? Does it require annual appropriations? Do we con- 
tinue to provide all Federal programs, some Federal programs, or 
no Federal programs, and, if so, on a reimbursable or non-reim- 
bursable basis. For what duration do we provide funds? There are 
many questions. Frankly, we are not ready to answer them quite 
yet. 

I think the first thing we have to do is get a negotiator and for- 
mulate our internal U.S. position. That has to be done in close co- 
operation with the Congress. I fully share the sentiment expressed 
by one of your colleagues, that we don’t want this negotiation to 
last 15 years. If we don’t start right now with close consultations 
with the Congress, we are going to repeat the mistakes of the past 
and have a long negotiation. 
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But you have my commitment today that we will work closely 
with the Congress to try to come up with an original package that 
is acceptable and doesn’t have to be legislatively renegotiated over 
many painful years. Thank you very much, Mr. Chairman. 

[The prepared statement of Mr. Roth may be found at end of 
hearing.] 

Mr. Duncan. Thank you, Mr. Roth. 

Mr. Campbell? 

STATEMENT OF KURT M. CAMPBELL, DEPUTY ASSISTANT 

SECRETARY OF DEFENSE FOR ASIAN AND PACIFIC AFFAIRS 

Mr. Campbell. Thank you very much, Mr. Chairman. Also in the 
interests of time, I would ask that my full statement be presented 
on the record. 

I also would like to associate myself with the comments of Mr. 
Faleomavaega and Mr. Underwood concerning Stanley Roth. It is 
well recognized in the U.S. Government his leadership role he has 
played throughout the Pacific, and particularly on these issues. I 
think his framework that he has just presented gives us an out- 
standing way to proceed. 

If I may, Mr. Chairman, let me just make four quick points. 
First, Mr. Chairman, I like very much the way you began your 
statement about talking about these islands, critical to our history 
and to our future. And to our present, how they are emerging from 
the shadow of the cold war. I think some of the things that we have 
to remind ourselves, that although that in fact is the case, that just 
because the cold war is over does not mean our security and our 
strategic interests go away. They simply changed. That is why it 
is so important for us as we go forward to be able to define, rede- 
fine our interests as we go forward. 

The second issue, to Mr. Underwood’s point, and again, also re- 
lating to Stanley Roth’s questions about the security issues. I 
would prefer and I think you’ll see in our report that we’ll be pro- 
ducing early next year on what we think are the enduring security 
interests that we believe apply to the Freely Associated States, that 
rather than thinking about this strictly in a negative sense in 
terms of strategic denial, frankly we are beginning to think about 
our presence in Asia, particularly in the current context, in the 
positive sense. That tl.S. presence currently in Asia, a region that 
is experiencing tremendous uncertainty, is the big C, is the big con- 
stant in the region, amongst a tremendous number of variables. 

If I can, and I apologize to other friends who have heard this 
story before, I must give you a European analogy which I think has 
some relevance for the Asian Pacific region. In the 1980’s, Sec- 
retary General of NATO, Lord Carrington, a fine British states- 
man, was sitting in a room listening to some senior British, Ger- 
man, Italian NATO partners criticizing the United States, saying 
you know, right, they are here in Europe. Of course they play an 
important role, but they are difficult to work with, they don’t co- 
ordinate very well sometimes. Sometimes they can be clumsy. It’s 
just very difficult. After listening for about 20 minutes. Lord 
Carrington said, “Ah, alas, they are the only Americans we have.” 
That role is remarkably consistent in Asia today. 
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As we look around the region and we see tremendous uncertainty 
on the economic front, with the rise and fall of great nations, insta- 
bility of the kind that we have already talked about on the Korean 
Peninsula, then one of the most important things to keep in mind 
is the U.S. presence. This constant will be critical, not just for this 
century, not just in the post cold war world, but in the next century 
as well. 

I would be happy, Mr. Underwood, to elaborate on those themes 
as we go forward. 

Then just to my friend Mr. Faleomavaega, on the whole question 
of Kwajalein, I like very much the way he amplified on the ques- 
tion of the important role the islands will play as we go forward 
in terms of theater missile defense testing. I think as you know, 
the recent missile test in North Korea has sent shock waves 
through the region. I think those shock waves are well understood 
in Washington. As we go forward, you are right to say that there 
are only two sites in the United States that really can be used both 
legally and operationally for the testing of complex theater missile 
defense systems. But in practice, there’s really only one that is crit- 
ical. I think you’ll see us referring to this specifically as we go for- 
ward. 

The last point I just want to underscore is that we will be work- 
ing very closely in partnership with Stanley Roth, my friend and 
colleague, as we appoint a senior negotiator that will represent our 
government in these negotiations. We also believe that it is in the 
best interests of the United States and the Freely Associated States 
that we begin these discussions prudently and we conclude them 
as rapidly as possible. We think that is the best way for both of 
our peoples to proceed. 

Again, let me just conclude by suggesting that the security inter- 
ests of the United States still apply, and they will continue to apply 
into the future as we go forward. 

Thank you very much. 

[The prepared statement of Mr. Campbell may be found at end 
of hearing.] 

Mr. Duncan. Thank you, Mr. Campbell. 

Mr. Stayman? 

STATEMENT OF ALLEN P. STAYMAN, DIRECTOR, OFFICE OF 
INSULAR AFFAIRS, U.S. DEPARTMENT OF THE INTERIOR 

Mr. Stayman. Thank you, Mr. Chairman. I ask that my full 
statement be entered into the record. I will summarize. 

Mr. Duncan. It will be so entered. 

Mr. Stayman. On title II of the compact for which the Depart- 
ment of the Interior is responsible, is composed of three elements, 
financial assistance, program assistance, and tax and trade invest- 
ment incentives. With respect to the financial assistance, the U.S. 
will provide nearly $3 billion over the 15-year life of the compacts. 
This financial assistance, which is mostly guaranteed, is provided 
with maximum flexibility to the Freely Associated States. Tables 
displaying the estimates of the value of the 15 years for this assist- 
ance is attached as an addendum. 

With respect to the program assistance, under section 221, the 
United States agreed to provide the Freely Associated States with 
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services of the Weather Service, FEMA, the Postal Service, FAA. 
These services are also listed in the chart at the back. But in addi- 
tion, section 224 of the compact provided that additional U.S. pro- 
gram assistance could be extended from time to time by Congress. 
This provision has been used extensively to establish over a dozen 
additional programs. 

It is important to note that the compacts as originally negotiated 
anticipated that all domestic programs would be budgeted under 
section 221 and through the Department of the Interior. When 
Congress extended these additional programs, however, it did not 
direct that the additional programs be Wdgeted and administered 
through this unified approach, and would instead be administered 
by each separate agency. This has eased program administration, 
but it has at the same time made it difficult to track such pro- 
grams. 

The third element in title II, the tax and trade investment incen- 
tives, were designed to stimulate private sector development and 
complement the financial and program assistance. However, the 
tax-writing committees of the Congress eliminated this third and 
perhaps most important element of the compacts’ economic develop- 
ment strategy. This fundamental policy change de-emphasized the 
private sector’s role in economic development and undoubtedly 
weakened the potential of the policy. 

A second point to be made in assessing title II of the compact is 
that the Freely Associated States did not have extensive economic 
planning experience. In 1993, the incoming administration re- 
sponded to these problems with two initiatives. First, we began the 
annual bilateral economic consultations which were called for in 
the subsidiary agreements of the compact, but for the first 7 years 
had never been held. Second, we contracted with the Asian Devel- 
opment Bank to provide economic planning expertise to the FAS. 
These new elements in the economic development policy have been 
successful in enhancing FAS economic planning capabilities and 
decisionmaking. 

Chairman Young in his letter of invitation stated his desire to 
focus on several specific issues. Let me briefly address those which 
I have not already touched on. First, exclusive economic zone en- 
forcement. Under the compact, the United States provides funding 
for enforcement of laws regulating the exclusive economic zones. 
These enforcement funds are used to operate and maintain patrol 
boats that were donated to the FAS by the government of Aus- 
tralia. This combination of the United States and Australian aid 
has significantly enhanced the ability of the FAS to regulate fish- 
eries. 

Two, the migration of FAS citizens. Guam, the Northern Mar- 
iana Islands and Hawaii have all expressed concern about the 
numbers of FAS citizens in their jurisdictions and the burdens they 
have placed on the governments. Moreover, they believe they 
should be reimbursed, pursuant to the compact authorization. 
Guam, the destination of the majority of these migrants, is cur- 
rently receiving $4.6 million annually to help compensate for this 
impact. Additionally, the Immigration and Naturalization Service 
is developing regulations that would limit habitual residents of 
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FAS citizens in United States territories. This should significantly 
reduce the burden of compact migration as well. 

A third issue, the resettlement of certain Marshall Island atoll 
communities. The peoples of the four nuclear-affected atolls in the 
Marshall Islands are in very different circumstances. The peoples 
of Enewetak and Utrik have mostly returned to their islands. The 
people of Rongelap, who signed a resettlement agreement in 1996, 
are now able to return to Rongelap Island. Their restored airfield 
is now in use, and public facilities and homes are currently under 
construction. 

A delegation representing the people of Bikini visited Secretary 
Babbitt this April seeking a guarantee from the U.S. Government 
that their atoll is safe for resettlement. The secretary responded 
that the department supported the September 1996 International 
Atomic Energy Agency Advisory Group Report on Radiological Con- 
ditions at Bikini. The IAEA found that Bikini Island was ready for 
permanent habitation as long as certain remedial measures were 
fully implemented, especially the application of fertilizer to the soil 
and the use of imported food. Should such remedial steps be imple- 
mented, radiation doses for people living on Bikini Island would be 
acceptable according to international standards, and their health 
would be protected against radiation exposure. 

Four, construction of the Babeldaob Road in the Republic of 
Palau. The NEPA process is nearly complete and the final design 
of this road is complete. The Army Corps of Engineers has solicited 
price bids, and the price proposals are due on October 10, that is 
in just 10 days. We expect the bids will be very competitive due to 
the state of Asian Pacific economies. If there is a clearly superior 
bid, it may be possible to award the construction contract as soon 
as December. 

Einally, compact renegotiation plans. This past July the Inter 
Agency Group on Freely Associated State Affairs began a process 
of outlining the lAG’s renegotiation objectives. Interior is aware 
that the FSM and Marshall Island governments will continue to 
need some level of assistance after the years 2001 or 2003. The ad- 
ministration looks forward to continuing discussions with the Con- 
gress as the United States position for these negotiations is devel- 
oped. 

Thank you. I would be pleased to answer any questions. 

[The material mentioned follows:] 
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Mr. Duncan. Thank you very much, Mr. Stayman. First, I would 
like to just mention that we are honored to have in the audience 
our U.S. Ambassador to the Marshall Islands, Ambassador Joan 
Plaisted. Ambassador, we are certainly pleased to have you with 
us. 

I would like to yield for questions at this time to Chairman Be- 
reuter. 

Mr. Bereuter. Thank you. Chairman Duncan. I think I ought to 
focus on the security end of foreign policy issues since those are 
particularly within the jurisdiction, in part at least, of the Inter- 
national Relations Committee. Secretary Roth, welcome, glad to see 
you in this venue. What level of involvement has there been in 
Palau by the U.S. Ambassador to the Philippines? 

Mr. Roth. He travels there. He takes it seriously as part of his 
beat. When he comes back on home leave, for example, he talks to 
me about Palau. I think he is very conscious that it is part of his 
jurisdiction and job. 

In the meantime of course, we keep a permanent presence on 
Palau itself. We have a charge there and several other employees. 
So it is not as if we have abandoned Palau when Tom Hubbard, 
our current Ambassador to the Philippines, is not there. 

Mr. Bereuter. We have a U.S. Ambassador to the Marshall Is- 
lands that’s accredited to Kiribati. How is that working out, Mr. 
Secretary? 

Mr. Roth. Let me start with the big picture and then get to the 
narrow picture. The big picture is that in a different world with 
more budgetary resources, I would prefer to have many more Am- 
bassadors throughout the South Pacific. One of my own priorities 
has been to try to reopen a post that was closed several years ago, 
which was in the Solomon Islands. I think by definition it’s not 
ideal when you have countries represented out of other countries. 
At the same time, given the enormous constraints on the State De- 
partment budget, given the new expenditures that we are going to 
have to have on security, it would be utterly unrealistic of me to 
suggest that we’re going to be able any time soon to open a lot of 
posts in what are, in the final analysis, very small island countries 
in the Pacific region. So we are going to have to live with this situ- 
ation for a while and deal with it as best we can. 

Given that, I think the situation has worked reasonably well. Ob- 
viously if you ask the people of Kiribati, would they prefer to have 
a full-time resident Ambassador, I am sure they would say yes. But 
in the meantime, we are not getting deluged with complaints about 
the current situation. 

Mr. Bereuter. Secretary Campbell, in the Compact with Palau, 
we have reserved the right to establish military bases there, I 
think in large part it reflected the fact we were pulling out of Subic 
Bay and Clark Air Force Base at the time. Has there been any dis- 
cussions about that? Is there any likelihood in the near future that 
we will attempt to exercise that option? 

Mr. Campbell. Mr. Chairman, the assessment of our CINCPAC, 
Admiral Prueher, and most of our senior military command, and 
that’s backed up by the civilian Department of Defense, is that we 
have all the permanent military facilities in Asia that we currently 
require, and that we are primarily placing our emphasis on in- 
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creasing access, increasing training with a host of countries and 
places in the Asian Pacific region. I think that is where we stand 
today. 

Mr. Bereuter. Thank you. Mr. Stayman and Secretary Roth, 
has the administration spoken out or does it have a policy with re- 
spect to the prospect that the Marshall Islands would propose as 
a part of its economic development to store nuclear waste on one 
of its atolls? 

Mr. Roth. Yes. This frankly is going right back to the negotia- 
tion on the Compact legislation itself more than 10 years ago. At 
that time there was concern that countries under financial pres- 
sure might seek financial arrangements to store garbage or nuclear 
waste or other toxic materials, thereby endangering their own envi- 
ronment. I think it’s been the very clear intent of Congress, and it’s 
supported by various Administrations since then, not to see this 
happen. We believe it was a mistake. We have opposed efforts by 
Taiwan to have nuclear waste disposal programs with North Korea. 
We have opposed that in the South Pacific as well. 

Mr. Bereuter. We may have to speak on that issue once more. 
Mr. Stayman, do you have anything to say on that subject? 

Mr. Stayman. I don’t really have anything to add except reit- 
erate the strong opposition of the administration to such proposals. 

Mr. Bereuter. Mr. Stayman, thank you. I’m on my yellow light 
here, so I’ll try to crowd in one more question. Since Palau, the 
Rock Islands have such a unique ecological system, truly unique in 
the world in some respects with flora and fauna, what if anything 
has Palau done to try to assure that its ecological system is pro- 
tected? What role is there for the United States, if any, in the way 
of technical assistance that has been requested? 

Mr. Stayman. To begin with, under the Compact itself Palau 
must agree to have essentially mirror environmental standards as 
the United States. We think that we are providing technical assist- 
ance, not just to the government, but to NGO’s to develop their ca- 
pability to establish such laws and regulations and enforce them. 

With respect to the road in particular, that is probably going to 
be the single largest construction project that the U.S. has ever 
conducted in Micronesia. It’s 150 millon 

Mr. Bereuter. But the road doesn’t affect the so-called Rock Is- 
land area directly, does it? 

Mr. Stayman. It will affect reefs off Babeldaob, you’re right, but 
not the Rock Islands. What they are doing in the Rock Islands is 
establishing marine reserves along models similar to that in the 
United States. They have I believe one in the Rock Islands. There 
is one at the north end in Kayangel, and under the road for the 
purpose of conservation areas. We expect them to establish two 
more. So at this point we are confident that they are very com- 
mitted to protection of their unique environment. 

Let me just add that they are very sensitive to the role that the 
Rock Islands and their reefs and their natural environment play in 
economic development. I don’t think they are going to kill the goose 
that’s going to lay the golden egg. 

Mr. Bereuter. Mr. Chairman, if you could just indulge me for 
one quick followup. 

Have they requested World Heritage designation? 
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Mr. Stayman. I am not aware at this time. 

Mr. Bereuter. Thank you, Mr. Chairman. 

Mr. Duncan. Thank you. 

Mr. Faleomavaega? 

Mr. Faleomavaega. Thank you, Mr. Chairman. 

Secretary Roth, you had mentioned earlier that the thing good 
about the renegotiations process is that only certain provisions of 
the Compact are subject to renegotiations, so we’re not starting 
from scratch again. I had recently discussed the matter of renegoti- 
ation with President Nena of the FSM. They are willing to abide 
by the current dating, which will not start until sometime next 
year. 

However, in my recent meetings with President Kabua of the 
Marshall Islands, they are very concerned, Mr. Secretary. They feel 
that because of the sensitivities and problems unlike the FSM or 
Palau, they feel that it’s really necessary that the negotiations with 
the Marshalls should commence at the earliest possible date. What 
is your position on that? 

Mr. Roth. I was a little bit surprised to hear that in your open- 
ing remarks because there is a provision of the Compact that takes 
into account the needs of the Marshalls. I’m referring to the 
“changed circumstances” provision, which we understand is being 
looked at very carefully. In other words, while the nuclear settle- 
ment provisions were supposed to be a final settlement, there was 
included in the legislation itself very specifically a safety net clause 
which said that if there are “changed circumstances,” that a report 
can be submitted to the Administration and will be considered. So 
there is a means even in advance of Compact renegotiations to deal 
with issues relating to the nuclear ones. So one way or another, I 
think we can address the Marshallese concerns. I think we have an 
obligation to address the nuclear concerns. It is in law, but I think 
also we feel it as a matter of policy. 

In terms of starting earlier, frankly by the time we get the nego- 
tiator appointed and get our own internal coordination amongst all 
the interested agencies of the U.S. Government, and I hope have 
some intensive consultations with the Hill, it is not going to be 
very much earlier than the 1999 date that is set in the legislation 
itself If we can do a little bit better, we’ll try to do so. But I am 
particularly concerned that we start off from a realistic base, which 
means that I think we have to do a very good job in consultations 
with the Congress, particularly these two committees on the House 
side before we sit down to engage in negotiations so we don’t end 
up with a 15 year fiasco. 

Mr. Faleomavaega. I think the concern that I raised on the 
question of renegotiation is the fact that it’s not one shoe that fits 
all. The problems dealing with FSM is certainly not the same as 
the Marshalls. The fact that our nuclear presence in the Marshalls 
is a lot more apparent than we are with the FSM or Palau, for that 
matter, it seems that some of these issues are a lot more poignant 
and really needs to be addressed as soon as possible, in my humble 
opinion. 

Mr. Stayman, you mentioned that Congress had eliminated the 
tax and trade investment provision in development of the compacts. 
Can you explain to the Committee why this was done? Is it because 
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of our fear that we don’t want to allow these countries to negotiate 
with foreign countries that may not be in our national interest? 

Mr. Stayman. I am hesitant to speak for the congressional tax 
writing committees this many years later, but as you know, I was 
working for the Senate at the time. My understanding was that 
generally the Treasury Department did not favor the use of these 
kinds of tax and trade provisions, which were essentially the same 
provisions available to the U.S. territories. As you know, since that 
time the Congress has gone forward and eliminated these programs 
for all U.S. territories. 

So my understanding was that their very fundamental policy 
tendency was toward eliminating these special provisions in the tax 
and trade codes. They have gone ahead and eliminated such things 
as the possession’s tax credit. 

Mr. Faleomavaega. I am not an economist, but you know, on the 
one hand we’re saying that these islanders be more self-sufficient 
economically. On the other hand, we cut the left hand by trying to 
promote trade investments and have some kind of an internal tax 
structure so that they can be more self-sufficient. This doesn’t 
make any sense to me at all. 

Mr. Stayman. In hindsight, I think most people would recognize 
that a de-emphasis on private sector incentives and an increasing 
of public sector subsidies is not going to help develop the private 
sector and get economic self sufficiency in any renegotiation. This 
is an area we hoped to work much more closely with Congress. 
This is one of the examples which Mr. Roth talked about that had 
their been better communication, this might not have happened, so 
that we can have a more appropriate balance between the private 
sector and the public sector. 

Mr. Faleomavaega. Mr. Chairman, may I ask one more ques- 
tion? 

Have you had a fellow by the name of Alex Copson come visit 
your office, Mr. Stayman? I want to see his face. This guy is going 
around selling the idea of a nuclear storage waste facility in any 
of the islands in the Pacific, a multi-billion dollar proposal with 
some Russian outfit and some admiral being involved in this issue. 
Then the next thing I hear now, there’s a Taiwan outfit with Bab- 
cock and Wilcox. Is this an American company? They want to pro- 
pose also a nuclear storage. I think the last time I heard, Mr. 
Copson was at Wake Island that he wanted to do this. 

What is the latest development on this nuclear storage thing? 

Mr. Stayman. We have heard a variety of proposals. I have not 
met Mr. Copson personally, but I have met others who are inter- 
ested in some of these proposals. They have been made with re- 
spect to several islands. But generally our response is always the 
same. We are against it. 

Mr. Faleomavaega. It’s all right to store nuclear waste in these 
islands — it’s not all right, but it is OK to transport nuclear waste 
between points, like the French and the Japanese are doing now. 
Is that considered a real guaranteed safe for a process? Mr. Camp- 
bell, maybe I could ask you. You are the defense expert here. 

Mr. Campbell. I’m sorry. I didn’t really understand the question. 

Mr. Faleomavaega. It’s not OK to store nuclear waste material 
basically as a matter of policy. I support that. But it is perfectly 
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OK to transport nuclear waste on surface transportation, like what 
is happening now between Japan and France? 

Mr. Campbell. Let me try to answer just the security dimension. 
I’ll let my friend from Interior answer the first part of that. Let me 
just say that when there are transfers by ship by their nuclear fuel 
for reactors or nuclear waste issues, this is one of the issues that 
the United States tracks and looks at very carefully. We do have 
security concerns associated with the movement of nuclear mate- 
rials on the high seas. Yes, indeed. 

Mr. Faleomavaega. No thought or danger that these ships are 
subject to any storms, that one day that they are going to end up 
just like we said in one to a million chances that the Valdez situa- 
tion would not have ever happened, what had happened? 

Mr. Campbell. Again, if you asking do you think that the United 
States views these from a variety of perspectives with some con- 
cern, but from the perspective of a potential terrorist attack or 
some kind of major storm, I think the answer to that question is 
yes. These are not interactions that the U.S. Government is itself 
involved in. We have been in communication — I don’t know of the 
communications with France, I do know of the communications 
with Japan. We consult with them and we have in the past on safe- 
ty issues associated with this. 

Mr. Faleomavaega. Thank you, Mr. Chairman. 

Mr. Duncan. Thank you. 

Mr. Underwood? 

Mr. Underwood. Thank you, Mr. Chairman. I would, spinning 
off of that statement on the environment made by Mr. Stayman 
that Palau tries to follow exactly the same or approximately the 
same environmental regulations that the U.S., I would like to note 
with some envy that they can catch and eat sea turtles and fruit 
ants. People in Guam can’t. 

[Laughter.] 

I am particularly interested in the issue of strategic denial. One 
of the reasons that I raise that issue is because I want to know 
what is the emerging consensus on what is the new situation re- 
garding the strategic environment in which Micronesia plays in not 
only the Asia Pacific situation, but even worldwide. 

I know. Dr. Campbell, you mentioned that the United States, the 
constant is the big C in the area and that it adds a certain level 
of stability. You also mentioned that the United States desires to 
maintain a presence in the area. Could you describe and perhaps 
Secretary Roth would like to participate in this as well, what if any 
activities engaged in by the Freely Associated States would con- 
tribute to the erosion of the strategic situation or eroded in any 
way? 

Mr. Campbell. Let me begin and answer, and then ask Stanley 
to continue. Assistant Secretary Roth to continue if I can. On the 
first point about the concept of strategic denial, you will note that 
when the United States talks about the Asian Pacific region, by 
and large we try to talk about it as not a region in which sort of 
great power politics are afoot. We do not see a situation in Asia 
that is in any way relevant to the cold war world in which we were 
involved in a global strategic standoff or competition with the So- 
viet Union. 
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Our relations with major powers is complex. We believe that the 
best way both to engage major powers and to hedge against the 
possibility that things do not go in directions that are potentially 
in U.S. interests, is to maintain a presence. So our presence in the 
Asian Pacific region both acts as an ability to shape the environ- 
ment with which we desire to live, and also it is a hedge in case 
things go badly. 

When you ask about what steps that could be undertaken that 
could potentially undercut peace and stability in the region, again, 
I would turn that to the positive. Our goal by our presence in the 
region, our goal with our close association with the Freely Associ- 
ated States is to shape an environment which prevents the emer- 
gence of threats or challenges to peace and stability in the Asian 
and Pacific region. We think that is the enduring rationale for U.S. 
strategic involvement, not only in the Pacific, but in the Asia and 
Pacific as a whole. 

Mr. Underwood. But is there any kind of specific activity en- 
gaged in by the Freely Associated States which you are monitoring 
very carefully which may erode or may undercut some of this like 
fishing agreements or I don’t know, maybe the nuclear waste stor- 
age or other issues aside from the environmental dimensions? 
That’s what I am getting at. 

Mr. Campbell. Let me just say that we track a variety of devel- 
opments in the region. We look at migration patterns. We look at 
fishing. We look at some of the things that Assistant Secretary 
Roth has talked about in terms of. We have heard about sort of 
groups traveling through the night with nuclear proposals in their 
suitcases. We try to track all of that. Again, I think the United 
States has fairly strong views on all of these issues. 

Mr. Roth. Let me just add that I think it is worth getting the 
perspective right. Strategic denial isn’t something done to the Free- 
ly Associated States. It is not per se something we are doing to re- 
strict their behavior. It is, in a sense, a benefit, since, as you know, 
under the Compact we are completely responsible for their defense 
and are obligated to defend them as if they were part of the U.S. 
So anything we do in terms of denying military access to other 
countries to this region, presumably it’s for the same benefit of the 
Freely Associated States as it is to us. I am not aware that there 
has been a single instance where we have ever had to tell one of 
the Freely Associated States no, you can’t do something because it 
will be bad for the strategic interests of the U.S. I don’t believe we 
have exercised strategic denial. 

Mr. Campbell. That is perfectly said, what Assistant Secretary 
Roth has said. I know of no incident in which we have had to say 
no, those activities are contrary to the interests of the United 
States. 

Mr. Underwood. Though in each and every instance in your ex- 
perience, they have fully complied with the intent and purposes of 
the Compact in that regard? 

Mr. Roth. Yes. 

Mr. Campbell. I would agree with that. 

Mr. Underwood. If I could just ask one brief question on FEZ 
because Mr. Stayman raised it. The United States has the obliga- 
tion and takes on the obligation to help enforce the exclusive eco- 
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nomic zone. The irony for the people of Guam is that our country, 
of which Guam is a part, is enforcing this EEZ, particularly with 
regard to fishing agreements. Then the benefits, the potential bene- 
fits of some of those fishing agreements, i.e. transshipment through 
Guam, are being denied by one of the EAS states. 

I am just wondering, is that going to be taken into consideration 
somewhere in the thinking about how we continue to implement 
these Compacts? 

Mr. Stayman. Yes. I think that first off, they have these re- 
sources but we don’t have direct U.S. program involvement in that 
surveillance. You know, in Guam you have the Coast Guard would 
provide that. What has happened here is we’re simply giving them 
money to essentially run Australian boats. Nevertheless, your point 
about the impact of transshipment highlights the dilemma we 
have, that both Micronesia and Guam are looking to fisheries for 
development. It is in the interests of the EAS and ESM in par- 
ticular to get as much of those benefits within their borders as they 
can. That in fact is the policy of the United States under our fish- 
eries laws, to force as many operations within our borders as pos- 
sible and maximize the economic benefit. 

I would suggest that the way to start resolving this problem so 
that there is a balance between the interests of Guam and the in- 
terests of EAS in extracting the maximum amount of economic ben- 
efit is through a regional dialogue. Eisheries in the Pacific have 
generally been addressed most effectively through some kind of re- 
gional dialogue. As you may know, let’s see in November, we expect 
to have many members of the Micronesian Chief Executives and 
the Pacific Basin Development Council gathered in Guam. I think 
this is the kind of issue that’s going to he at the top of their agen- 
da, is how do we take the Micronesian region and keep folks from 
competing over a very important resource like fisheries and try to 
strike a balance where the strengths of Guam will complement the 
strengths of the ESM and the RMI. 

Mr. Underwood. I’m glad to hear then, I am glad to hear that 
there’s appreciation of that in the administration because obviously 
much of the enforcement of the EEZ activities that the United 
States engages in actually come directly out of Guam. It seems a 
great irony to the people of Guam that our own government is not 
in a sense working against the interests of Guam, but perhaps not 
as mindful as they could be. 

Thank you, Mr. Chairman. 

Mr. Duncan. Thank you, Mr. Underwood. 

I did spend about a week in the Northern Mariana Islands a lit- 
tle over a year and a half ago, but I really am the new kid on the 
block here as far as these issues in the Pacific go. I was just asking 
Mr. Mantz here, I know we have programs with the State Depart- 
ment, the Interior Department, the Defense Department, and other 
agencies, and I was wondering what the total expenditures were 
from the Eederal Government. But he says that he has just pro- 
vided me with information that this Eiscal Year, we are spending 
$40,533,000 in the Marshall Islands, $78.9 million in the Eederated 
States of Micronesia, and $21,221,000 in Palau. Do your all’s fig- 
ures agree with that? Is that basically accurate? 
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Mr. Stayman. Yes. Those are the numbers I believe off the ad- 
dendum in my testimony. Those reflect the funds provided under 
the compacts. There may be other amounts, but not that signifi- 
cant, particularly you know — let me just go back. For the Freely 
Associated States, that fairly represents everything we are pro- 
viding under the compacts. Again, there may be some small stuff 
not caught up in that. Let me just give an example which has re- 
cently been very important, that’s Pell Grants. Pell Grants were ex- 
tended outside of the compact. They obviously have a substantial 
value. But that is a payment made to individuals so that does not 
track here. If for example, someone happened to be a veteran, pay- 
ments to individuals would not be reflected. 

Mr. Duncan. So payments to individuals are not in those fig- 
ures? 

Mr. Stayman. Right. 

Mr. Duncan. And yet I understand from the staff that your de- 
partment projects an increase in these outlays at the end of the 15 
year compact period. I also understand that as far back as 1947, 
we said it was a goal of the United States or we were committed 
to self sufficiency. Yet they tell me that particularly in the Mar- 
shall Islands, that per capita income is $1,600, factoring in compact 
payments, but only $200 to $600 without it. Is self-sufficiency a re- 
alistic goal? Are some of these people in areas becoming more de- 
pendent? Why the increase that you project? 

Mr. Stayman. First, that issue, the increase in the last 2 years 
is a consequence of a provision of the compact itself which provides 
a separate formula for funding in what are essentially the two con- 
tingency years. We had a formula which covered the 15 year term. 
Then there is a 2-year contingency period if the negotiations should 
not be concluded. The formula for funding in those 2 years is tied 
to the average for the preceding 15 years, which was in fact a de- 
clining amount. So simply the provisions of the compact provide for 
a step-up in the last 2 years. That was the way it was negotiated. 

Your more fundamental point about self sufficiency I think is an 
important one. I for one believe that complete self sufficiency is not 
a realistic goal. We have to recognize that these are small resource 
poor countries in very remote regions of the earth. There will either 
always be a need for some kind of outside subsidy, that doesn’t nec- 
essarily mean a U.S. subsidy, and there will probably be a con- 
tinuing pattern as we see throughout the region, of out-migration. 
There is simply not enough land or enough jobs to provide the op- 
portunity for all of the people. 

Having said that, one of the goals that I would like to establish 
in renegotiation is to the extent we can use U.S. money as effi- 
ciently as possible and achieve the maximum level of self suffi- 
ciency, we should do that. But we have to be cognizant of the fact 
that by emerging as independent nations, the Freely Associated 
States can now tap into other sources of funding and programmatic 
assistance. They have not been as aggressive as they could be in 
doing that. I mentioned briefly in my statement developing the 
linkages with ADB. I think it’s important to recognize that the U.S. 
isn’t the only provider of assistance. 

Mr. Duncan. Let me ask you very quickly about a couple of other 
things. In some of the materials provided to me I saw that the re- 
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quirement for essential air service has ended and that the flights 
to the Marshall Islands have been reduced to two a week. I know 
that most of the people in these areas are heavily dependent on air 
travel. Is that going to be a problem or is there work being done 
to try to get more air service to these islands? 

Mr. Stayman. Let me say it is not only going to be a problem, 
it is a problem. The two primary opportunities available for eco- 
nomic development are fisheries and tourism. It is hard to find 
tourists who are going to go to an area where there are only two 
flights a week. This is one of the areas of economic development 
that I think we should look at very carefully as we approach the 
renegotiations. Because if you believe that you have to maximize 
the benefits from fisheries and tourism, you really have to resolve 
this problem. It is already affecting our ability to deliver mail in 
a timely manner. Again, businesses don’t like to be confronted with 
problems like that. It makes it extremely difficult to get outside in- 
vestment. 

Mr. Duncan. Mr. Campbell, let me ask you this about defense. 
We have been closing bases around the world. You stressed the 
strategic importance of some of these areas. What are our security 
obligations to them? You stated how valuable they were to us. 
What are our security obligations to these islands? Also, do you 
foresee a point at which we would need to build some type of mili- 
tary base or facility in the Pacific some place and use one of these 
areas? 

Mr. Campbell. Thank you, Mr. Chairman. I think Assistant Sec- 
retary Roth stated it very succinctly, and it’s in my statement as 
well. Our security and defense commitment to the Freely Associ- 
ated States is absolutely unique. It is deeper and more profound 
than we have made to any other alliance, including NATO. We pro- 
tect and secure, we take steps to do so in the Freely Associated 
States as we would defend a piece of U.S. territory, continental 
U.S. territory. We believe that that is a fundamental commitment 
that will endure in our relationship as we go forward. 

On the question of, as you can imagine, Mr. Chairman, the ques- 
tion of bases in Asia is a very sensitive topic. Chairman Bereuter 
has had a number of hearings on this. What we tried to do, given 
the fact that there are often difficulties and sensitivities associated 
with the creation of major permanent facilities in the Asia and Pa- 
cific region, and again, and we also suffer from the tyranny of dis- 
tance and costs associated with the maintenance of these bases. We 
put more stake and influence emphasis now on patrols, on deploy- 
ments, on temporary and short-term deployments than we do on 
permanent basing of facilities. 

We have major military facilities, permanent major military fa- 
cilities in Asia now in only two countries, in Japan and South 
Korea. However, we have increased substantially our training and 
our deployments throughout the Pacific and the Southeast Asian 
region over the last 4 or 5 years. I expect that will continue. 

So to answer succinctly your question, I believe that our access 
and our training will continue and perhaps even increase in the 
immediate future. I can not state here that I foresee a period in 
the future where we will want permanent military facilities in the 
FAS. No, I can not. 
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Mr. Roth. This is a big change from 15 years ago, when we were 
contemplating the possibility that we might want to do something. 
In fact, we were doing actions in several places, leasing land in 
Tinian negotiations, the whole Compact arrangement with Palau 
because we were worried about possibly losing access to the Phil- 
ippines. So this is a major change in the situation. 

Mr. Duncan. All right. Well, thank you very much, gentlemen. 
We want to move onto the second panel, but thank you very much 
for being with us. It’s been a great honor and privilege to have you 
here. 

We will call forward at this time panel No. 2. The second panel 
consists of the Honorable Asterio R. Takesy, executive director. 
Joint Committee on Compact Economic Negotiations of the Fed- 
erated States of Micronesia. He is accompanied today by the FSM 
Ambassador to the United States, the Honorable Jesse Marehalau. 
The second panelist is the Honorable Phillip Muller, who is min- 
ister of Foreign Affairs and Trade, Republic of the Marshall Is- 
lands. He is accompanied today by the Marshall Islands minister 
of finance, Tony DeBrum. Also in the audience is RMI Ambassador 
to the United States, the Honorable Banny DeBrum. The third 
panelist will be the Honorable Hersey Kyota, Ambassador of the 
Republic of Palau, who is also accompanied by other Palau em- 
bassy officials in the audience. 

Let me welcome all of the witnesses, and say to you that we are 
honored to have you here with us today. I will remind all of the 
witnesses that we do limit the witnesses to 5 minutes, the 5 
minute opening statements. I will call on the witnesses as listed in 
the call of hearing. That means that the first witness will be the 
Honorable Asterio R. Takesy, who is the executive director of the 
Joint Committee on Compact Economic Negotiations. 

Mr. Takesy? 

STATEMENT OF HON. ASTERIO R. TAKESY, EXECUTIVE DIREC- 
TOR, JOINT COMMITTEE ON COMPACT ECONOMIC NEGOTIA- 
TIONS, FEDERATED STATES OF MICRONESIA, ACCOMPANIED 

BY JESSE MAREHALAU, FEDERATED STATES OF MICRO- 
NESIA AMBASSADOR TO THE UNITED STATES 

Mr. Marehalau. Mr. Chairman, my name is Jesse Marehalau, 
the FSM Ambassador to the United States. 

Mr. Duncan. Are you going to give the statement? 

Mr. Marehalau. He will. I am just introducing him, sir. 

Mr. Duncan. Right. Oh, OK. Thank you very much. 

Mr. Marehalau. I would like to introduce Mr. Takesy, former 
secretary of development and resources, former secretary of foreign 
affairs, and now currently serving as the executive director for the 
Joint Committee on Compact Fconomic Renegotiations, who will 
present our testimony. 

Mr. Duncan. Well, thank you very much, Mr. Ambassador. Cer- 
tainly we are pleased to have you here with us today. 

Mr. Takesy. Thank you, Mr. Chairman. First I want to thank 
you very much for holding this hearing to give us an avenue to re- 
late to you what we have done under the compact. Mr. Chairman, 
my written statement is just a little over 5 minutes, so to adhere 
to your rules, I will summarize. 



34 


Mr. Duncan. That’s fine. Go right ahead, if it runs slightly over. 

Mr. Takesy. Mr. Chairman, first I would like to thank you very 
much for the assistance that you have given us in the work on the 
Pell Grants, which are very, very essential to the well-being and 
for the education of our young people. We thank you very much for 
that. 

Second, I want to bring to you as my president has been here 
earlier in the week, in the month rather, he was here to express 
to you, to the government, at the very highest level to underscore 
the value that we attach to the compact. It is an expression of col- 
lective interest, of mutual interests between our two countries. We 
certainly want to underscore that to you in these hearings. 

The FSM views the success of the compact in other ways. The 
cornerstone of course of our relationship is in the security and de- 
fense areas. We have over the 10 years or so, have adhered very 
strictly and have carried out our responsibilities under the com- 
pact. For instance, at the United Nations, we have allied ourselves 
very closely with the United States in its voting on very critical 
issues at the United Nations such as on the Middle East, on Israel, 
and we have elected to abstain from joining organizations or con- 
ventions that the United States has viewed as contrary to its inter- 
ests, and therefore our interests, such as the Nuclear Free Zone of 
the Pacific, and the Land Mines Treaty Convention. 

Our annual meetings between our two countries on military af- 
fairs have had a very smooth holding. The presence of the CAT 
teams in Micronesia are very much appreciated, and a demonstra- 
tion of the good will between our two countries. The meetings that 
we have had are of course done either in our country or in Hono- 
lulu. We appreciated this because it gives us an avenue to see first- 
hand the security setup and the world situation that we periodi- 
cally receive from SINCPAC. 

As you know, Mr. Chairman, there is an elaborate conflict resolu- 
tion clauses under the compact. They were negotiated over long pe- 
riods of time and very acrimonious at times. I personally was in- 
volved in that and I spent quite a number of weeks here in Wash- 
ington, DC, in climates that are not very conducive to my thin 
blood from the Pacific. But not once have we resorted to these arti- 
cles. The relationship we have carried out. Where we have some 
differences we were able to resolve them amicably without resort- 
ing to any conflict provision. 

The defense arrangement under title III, Mr. Chairman, is some- 
thing that we are very satisfied with and are fully committed to for 
our own interests as well as for the United States and security of 
the region. We are very happy to contribute to that. My president 
in his meeting with Assistant Secretary of Defense, Mr. Kramer, 
reiterated our offer for prepositioning of military forces in the la- 
goons of our waters. 

I would like to address a point that was raised by my good friend 
from Guam, Congressman Underwood, on the fisheries issue be- 
cause it has been a point of some contention between us. The point 
of the matter is, Mr. Chairman, it is one of the very few resources 
we have, and we have approached it in as responsible and as eco- 
nomic a manner as we can. 
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Let me just point out some statistics for this Committee so there 
is expected. The income that is generated in the territory of Guam 
as a consequence of the transshipment of fisheries that are gen- 
erated not only from the FSM but from Marshalls and Palau, is 
some $240 million. Now, Mr. Chairman, what we receive in my 
country by way of fee for licensing these vessels, and they are fish- 
ing in our waters, not necessarily in Guam’s water, is some $20 
million. Now what we are doing is instituting arrangements to 
maximize and to increase the income from these resources. We 
would like to continue to work with our friends from Guam in see- 
ing how best we can mutually together benefit from these re- 
sources. 

Mr. Chairman, the important cornerstone of our relationship 
from our viewpoint is of course economic self-reliance. That is going 
to be sometime, Mr. Chairman, to come. As has been pointed out 
by previous speakers, we are a resource-poor country. We have tre- 
mendous constraints that must be overcome. We are very far from 
markets. We are geographically scattered and dispersed. We have 
great distances to cover, even within our own country. We have 
1,800 miles across and most of our territories are under water. 

The funding that we have gotten under the compact admittedly 
has not been put to the best use as one would expect, including us. 
But having reviewed what we have and seeing that what we start- 
ed were not so well-thought-out, we have begun 3 years ago to take 
a re-look at things and reorient. So we have begun a restructuring 
and reform. I am happy to report, Mr. Chairman, that that exercise 
is well along its way. We hope to be able to accomplish that some- 
time next year. 

As a matter of example, the state of Chuuk, as many of you 
know, was in very deep trouble in terms of deficits. Today it is pay- 
ing its debt and there is no reason to expect that it can not con- 
tinue. In fact, they have just appropriated additional funds last 
week. This money will be used to pay out its foreign debts as well 
as domestic, so that by June of next year, Chuuk will be in the 
black. 

Mr. Chairman, the assistance that we are receiving in our re- 
structuring is done by an independent group that is funded by the 
United States, Japan, and the Asian Development Bank. It is being 
administered by the bank. It is a two-pronged approach. That is to 
produce an environment for private sector growth, and at the same 
time, reduce costs and downsize the public sector. As you well 
know, it is the biggest employer in the country. 

Now it is going to take some time for this exercise to produce 
some positive results, but presently we are encouraged by what has 
happened. More importantly, there is political will behind it. The 
people have warmed up to it and there is wide consultation among 
ourselves as to the wisdom and the suffering that we must under- 
take in order to produce some positive results. 

As an example, we have actually downsized the public sector 
some 20 percent. We have laid off about 1,200 people from the pay- 
roll. We have reduced the wage by some 20 percent. We have also 
frozen increases, promotions, and we are attempting to privatize or 
corporatize many of our utilities and other services and activities 
by the government. 
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We are also attempting to improve our tax structure. Next month 
our Congress will tackle that. We have improved its administra- 
tion. I am happy to report that there has been some marked in- 
crease in the revenue. 

Mr. Chairman, the 15 years of funding under the compact is of 
great value to the FSM. But as I have stated earlier, it is not going 
to be enough for us to achieve the measure of self reliance that we 
had anticipated. In fact, there is relevance and reference in the 
compact itself, acknowledging that fact so that the renegotiations 
are built in, because we did not and could not envision that in 15 
years we would achieve a level of self reliance or economic develop- 
ment that can generate total revenue for needed public services. 

Mr. Chairman, let me summarize for you what we are doing to 
prepare for these negotiations. Last year this month, we organized 
a Joint Committee on Compact Economic Negotiations, consisting 
of members from across the nation, at state and national level, 
from executive and legislative. The chairman of this group is the 
Honorable Petrus Tun, who is our former vice president, the first 
vice president. It is served by a full-time secretariat that is headed 
by me. We are served by an attorney, economists, and other con- 
sultants on areas that are of concern in the next — in renegoti- 
ations. 

Mr. Chairman, I would like to end by stating that some in your 
country have viewed the funding under the compact as foreign aid. 
Others have described it as rental for defense purposes. Some have 
labeled it other ways. But for us, we view this is as this the mutu- 
ally beneficial relationship. This is the unique cornerstone for us. 
We view this as a partnership in development for self-reliance and 
security. 

Mr. Chairman, I thank you very much for allowing me to appear 
before this Committee. We in the FSM welcome this dialogue. We 
would like to provide this Committee, including the administration, 
information that they may wish from us. We look forward to the 
renegotiation. 

[The prepared statement of Mr. Takesy may be found at end of 
hearing.] 

Mr. Duncan. Thank you very much, Mr. Takesy. 

The next witness as listed in the call of the hearing is the Honor- 
able Phillip Muller. 

Mr. Muller? 

STATEMENT OF PHILLIP MULLER, MINISTER OF FOREIGN AF- 
FAIRS AND TRADE, REPUBLIC OF THE MARSHALL ISLANDS; 

TONY DEBRUM, REPUBLIC OF THE MARSHALL ISLANDS AM- 
BASSADOR TO THE UNITED STATES 

Mr. Muller. Thank you, Mr. Chairman. Mr. Chairman, I wish 
to request that the full text of my statement be made a part of this 
proceeding. 

Mr. Duncan. The full statement of all the witnesses will be 
placed in the record. 

Mr. Muller. Let me begin by stating that my government re- 
mains fully committed not only to preserve, but to strengthen our 
close friendship with the United States. At this time I would like 
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to discuss with the Committee three major points that are of great 
interest to the Marshall Islands. 

First, the value the RMI places on our bilateral relationship. Sec- 
ond, U.S. Government concerns about fiscal management in the 
Marshall Islands. Third, difficulties the RMI is facing in imple- 
menting certain provisions in the compact. 

The RMI provides tangible concrete commitments to support the 
United States military interests. We provide U.S. strategic denial 
rights over one million square miles of the Central Pacific. We ex- 
tend this right to the U.S. in perpetuity. We provide land for new 
launch sites when requested. Our Marshallese citizens serve in 
every branch of the U.S. armed forces. In exchange, the U.S. pro- 
vides generous levels of social and economic assistance to the RMI. 

The point I want to stress here is that we can not examine the 
compact program by program or to dissect it into separate pieces. 
The compact has to be seen as a whole package of corresponding 
military, economic and social assistance. I find one particular pas- 
sage in the Mutual Security Agreement, the subsidiary agreement 
of the compact, to reflect this principle particularly well. This pas- 
sage reads as follows: “The Government of the United States and 
the Government of the Marshall Islands recognize that sustained 
economic advancement is a necessary contributing element to the 
mutual security goals expressed in this agreement.” 

I have attached resolution 67 to my written testimony, a resolu- 
tion that Nitijela passed on February 5, 1998. This resolution 
serves as another example of the RMFs concrete commitment to its 
bilateral relationship with the United States. It expresses the im- 
portance the RMI government attributes to our strategic partner- 
ship. I was extremely pleased to see that these same elements and 
sentiments were reflected in the joint resolution introduced by the 
chairman of both committees holding this hearing, as well as our 
good friend. Congressman Faleomavaega. 

We understand that some people in the U.S. Government have 
concerns about fiscal management in the RMI. We acknowledge 
that there have been a number of problems with our financial man- 
agement and budget execution. We would like to put this discus- 
sion in context. 

During the trusteeship, the Marshall Islands was deemed a se- 
cure area by the U.S. administrators. Until 1968, outsiders could 
not visit the Marshall Islands without first obtaining permission 
from the U.S. Navy. Until 1973, no foreign investment of any sort 
was allowed in the Marshall Islands. Most of the compact money 
we now receive goes to pay debts from loans that were necessary 
to create as well as to upgrade the economic infrastructure we in- 
herited from the trust territory government. 

After devoting our attention to infrastructure, we moved to eco- 
nomic development projects. Some of our efforts have worked, such 
as our ship registry program, the National Telecommunications Au- 
thority, and the Marshalls Energy Company. Still other projects 
were admittedly over ambitious or as we found out inappropriate 
for the Marshall Islands. In 12 years time, however, we can not be 
expected to achieve the economic development that U.S. strategic 
interests and trusteeship policies intentionally thwarted for dec- 
ades. 
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As for financial management, we had to struggle to improve a 
system of accounting we inherited from the trusteeship that con- 
sisted primarily of pencils and papers. Because we had no system 
to properly audit expenditures, we could not effectively assure ac- 
countability. Consequently, some moneys in the compact were not 
used as effectively and efficiently as they could have been. 

The Auditor General’s office, together with Deloitte and Touche, 
has been working steadily over the years to improve our audit and 
reporting system. We are seeing improvement. For example, I am 
now happy to report that satisfactory arrangements have been 
made to complete the important Ebeye Hospital construction 
project. 

Like the U.S., we also have concerns about aspects of the com- 
pact related to the implementation of programs. Problems have 
emerged when essential provisions, such as the Immigration and 
Labor Rights, are constrained and compromised by laws or regula- 
tions passed without considering the special rights that the com- 
pact provides to each of our nations. 

Other provisions in the compact have never been implemented. 
Some programs are not provided because U.S. agencies lack proper 
understanding of their obligation to extend services we are eligible 
for. We also believe that loss of certain economic trade and tax pro- 
visions prevents both U.S. and Marshallese companies from oppor- 
tunities to jointly expend our economic interests. After the 
Marshallese electorate overwhelmingly approved the compact, a 
number of economic incentives were unilaterally removed by Con- 
gress. Just yesterday the essential air services provision, an inte- 
gral part of the compact, expired. This provision ensured an ade- 
quate level of air service between the Marshall Islands and the 
United States. This arrangement should continue. 

Mr. Chairman, if you would bear with me, I think the most im- 
portant part of my testimony I am going to provide at this time. 

Mr. Duncan. Go ahead. 

Mr. Muller. This is on the section 177 agreement. Thank you. 
Section 177 of the compact has proven to be manifestly inadequate. 
Section 177 fails to recognize the full scope of radiation injury in 
the Marshall Islands. The United States conducted 67 nuclear 
tests, yet only people exposed to one of these tests, the Bravo shot, 
are considered “exposed” to radiation. As a result, only 174 people 
are defined as exposed and eligible to participate in a Department 
of Energy medical program. 

The Nuclear Claims Tribunal lacks the funds to pay personal in- 
jury claims that are awarded. Because personal injury awards have 
depleted available funds for awards, the tribunal will have no 
funds for land damage awards. 

There are also problems with the 177 health care program. Un- 
like other programs in the compact, there is no inflation adjust- 
ment. The program’s ability to provide much needed medical care 
to four of our atoll populations is also hampered by over enroll- 
ment. Eligibility is a complex issue, however, because of land 
claims and limited health services care. We wish to study this issue 
and report back to Congress and the administration. 

There is also a gross inequity in the way the U.S. Government 
deals with downwinders in the United States and people affected 
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by radiation in the Marshall Islands. The cumulative yield of the 
testing in the Marshall Islands is 100 times greater than the yield 
of the U.S. tests in Nevada. Yet the area in the United States con- 
sidered exposed by radiation from the Nevada tests is four times 
as great as the legally defined exposed area in the Marshall Is- 
lands. American citizens also receive a one-time full award for their 
radiation injuries. Marshallese often die before they receive the 
majority of their award. I would like to ask your support, Mr. 
Chairman, in securing an immediate ex gratia payment consistent 
with the compact for the victims dying of radiation related ill- 
nesses. 

Fortunately there is a provision in the compact that allows Con- 
gress to work within the purview of the existing bilateral frame- 
work to respond to shortcomings in U.S. efforts to address prob- 
lems resulting from the U.S. nuclear weapons testing program. 
This provision, the changed circumstances provision, require that 
there be one, new and additional information, two, that additional 
information was not known during the negotiations of the compact, 
and three, that the new information renders section 177 mani- 
festing inadequate. 

We believe it is in the best interests of both nations to deal with 
problems in the existing framework of the compact. This issue can 
not wait for renegotiation because these are current obligations 
under the existing compact. 

Finally, Mr. Chairman, I am confident that the upcoming nego- 
tiations with the United States of certain elements of the compact 
will provide the constructive process to reflect our shared commit- 
ment to the relationship. We hope these discussions will commence 
as soon as possible. 

Thank you, Mr. Chairman. My colleague Mr. DeBrum and I will 
be prepared to answer any questions you may have. Thank you. 

[The prepared statement of Mr. Muller may be found at end of 
hearing.] 

Mr. Duncan. Thank you very much, Mr. Muller. 

Our next witness will be Ambassador Kyota. Mr. Ambassador? 

STATEMENT OF HERSEY KYOTA, PALAU AMBASSADOR TO T H E 

UNITED STATES 

Ambassador Kyota. Thank you, Mr. Chairman. Good afternoon 
to all the distinguished members of the Committee. It is indeed a 
pleasure and a privilege for me to testify today on behalf of our 
President Nakamura and the government of Palau. 

Before I proceed, Mr. Chairman, I believe it is worth noting that 
today, October 1, 1998, the Republic of Palau celebrates the fourth 
anniversary of its Compact of Free Association with the United 
States. On this special day for Palau, it is only fitting and appro- 
priate that I express our gratitude and appreciation to the Con- 
gress for passing the original compact legislation in 1986, and also 
a special gratitude and appreciation to former President Ronald 
Reagan, for signing the measure into law, which really set the 
stage for our independence. Also appreciation and gratitude is due 
to President Bill Clinton for signing the bill in 1994 to specifically 
put the Compact of Palau into effect. Of course the bottom line is 
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to thank the U.S. Congress for working so hard and patiently to 
make our dream a reality. 

Mr. Chairman, the relationship that exists between our countries 
is the greatest gift to Palau, or any country for that matter. We are 
grateful, Mr. Chairman, not only for the many benefits extended to 
Palau in the Compact of Free Association, but even more so for the 
countless assistance that has been so generously provided to Palau 
for many, many years since the end of the war. Because of the as- 
sistance and the special relationship that exists, Palau considers 
itself as a member of the American family. 

I would like to analyze that in a Palauan way. Based on our 
strong culture and traditional values, if one family offers help, gen- 
erous help and assistance to another family, the normal thing for 
that beneficial family is to wrap itself to the circle of the providing 
family. That way, the family who benefited can reciprocate within 
its means necessary to nurture and foster the relationship. 

In our relationship, Mr. Chairman, U.S. extended economic as- 
sistance to Palau in exchange for military land use rights, services 
of our people in the armed forces of the United States, and our con- 
tinuing support to the United States in the United Nations, in 
other international organizations and forum. Mr. Chairman, I hope 
that explains why 4 years into our independence, our people still 
believe and consider Palau as a member of the American family. 

Mr. Chairman, I must thank you and your colleagues for passing 
the Higher Education Act the other day which includes extension 
of FAS students eligibility for Pell Grant assistance until the year 
2004. While I welcome and appreciate this extension, I am a bit 
disappointed as I fail to see the rationale for ending the eligibility 
of Palauan students in the year 2000, when in fact Palau would 
still have 5 years remaining in our compact economic assistance. I 
hope, Mr. Chairman, that the facts surrounding this issue will be 
carefully reviewed so that a fair and equal treatment may be ex- 
tended to Palauan students for the duration of our compact eco- 
nomic assistance. I think, Mr. Chairman, a 15 year assistance in 
eligibility for Pell Grants is all we need and ask for today. 

Of the compact, we are very grateful for this Committee and the 
Congress for assisting us to improve specifications and quality 
standards of our Babeldoab Compact Road. As you know, Mr. 
Chairman, the original road in the compact was of poor quality, 
way below standards. But because of members like yourself and 
others in the Congress who worked very hard for this compact 
road, Palau will be the proud owner of a much better, bigger, and 
high quality concrete asphalt road that will last for a long time. 

Now to further ensure the quality and safety standards of the 
road, our government requests your government in funding a team 
of highly qualified professionals to oversee all aspects of the road 
construction on our behalf. We initially planned to fund this team, 
but due to unexpected and unfortunate collapse of the Koror Bridge 
in 1995, we don’t have the means or the resources adequate enough 
to fund this team. We sincerely ask for your support in this re- 
quest. 

We ask also this Committee to assist in securing the necessary 
funding for the International Coral Reef Center in Palau. As you 
may know, this project is a tripartite undertaking as a result of 
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U.S. -Japan common agenda on global environmental issues. Palau 
was chosen as a site for the center. Under the memorandum of un- 
derstanding signed between the three nations, each nation must 
bear a responsibility for this center. To date, Palau and Japan have 
fulfilled their obligation. Unfortunately the United States has not 
committed any funding or financial assistance toward this project. 
Mr. Chairman, I think this is a worthwhile project. We ask your 
assistance for this project. 

We ask, Mr. Chairman, that also a representative from your gov- 
ernment and our government meet sometime soon to review and 
reassess the importance and needs of certain Federal programs and 
assistance that have been phased out or terminated pursuant to 
the terms in the compact. As you. Federal programs have been the 
backbone of the success of our institutions in Palau. I would ask 
the representative to meet to assess this Federal program in order 
to determine whether they should continue or not. 

Mr. Chairman, another very important issue which still remains 
unresolved is the U.S. Government financial obligation to the 
former trust territory prior service trust fund. The Congress, as 
you may be aware, appropriated initial funding of $8 million for 
this program, with a remaining balance of $19 million to be appro- 
priated later. The U.S. Government has not fulfilled this obligation 
yet after numerous requests from the government of the former 
TPI. The program, as you can imagine, is experiencing problems in 
meeting regular payments to the beneficiaries. I understand, how- 
ever, that some Members of Congress have indicated their willing- 
ness to fulfill this obligation over a period of several years. We wel- 
come that, Mr. Chairman. 

Mr. Chairman, I believe these requests are reasonable and well 
within the scope and boundaries of the compact. I ask that you 
take the lead in resolving or funding them. I thank you, Mr. Chair- 
man, for inviting us to share our views on a number of important 
issues. Thank you. 

[The prepared statement of Ambassador Kyota may be found at 
end of hearing.] 

Mr. Duncan. Thank you very much, Mr. Ambassador, for your 
testimony. I want to thank all of the witnesses. 

I want to turn now at this time to Chairman Bereuter for any 
comments or questions that he might have. 

Mr. Bereuter. Thank you. Chairman Duncan. Thank you very 
much, gentlemen, for your testimony. I have a couple of very spe- 
cific questions which may surprise you a bit. 

To the representatives of the Federated States of Micronesia. Tell 
me the age, the relative age of the hospital that exists on Pohnpei. 
What would be your guess? 

Mr. Takesy. Mr. Chairman, the hospital is approximately 15 
years old. 

Mr. Bereuter. The question I would ask for any one of you who 
wishes to respond to this question, to what extent are capital facili- 
ties, buildings now being built with compact funds from the United 
States? Is this still ongoing and occasionally there will be a con- 
struction project for a specific building? Is this exclusively the deci- 
sion of the Federated States or the Marshall Islands or Palau or 
is it a mandate? 
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Mr. Takesy. Mr. Chairman, speaking for the Federated States, 
the compact calls for a 60-40 split in the funding in the current 
account and capital account. 

Mr. Bereuter. And who makes the decision about what build- 
ings will be constructed? Is that a decision that you would make, 
for example, in the Federated States? 

Mr. Takesy. That is correct, sir. The choice of what buildings to 
build are actually decisions reserved to the states within the Fed- 
eration and at the national capital where the capital complex is. It 
is in compliance with a development plan that we have developed 
and submitted to the U.S. for approval. 

Mr. Bereuter. Now when you were a trust territory, and that 
hospital was built for example, were the plans for that hospital pre- 
pared by a consultant, engineer, architect chosen by the Interior 
Department or by the Federated States, which didn’t exist at that 
point? 

Mr. Takesy. They were done by the trust territories. 

Mr. Bereuter. I recall seeing a development plan for the Fed- 
erated States that called for a very elaborate capital structure. I 
was concerned about what a large part of the resources you were 
going to be devoting potentially to that project. What happened? 
Does it exist today? What can you tell me? 

Mr. Takesy. I am happy to report that the capital was built 
under budget. Unfortunately the construction company that bid the 
project actually was a Korean company and I think they lost money 
on the deal, but the project has been completed and I am happy 
to report that it is being complimented by many people within the 
area as conducive to the environment and meeting the needs of the 
nation. 

Mr. Bereuter. Generally I am very discouraged with the way 
that construction projects and plans were let during the period 
when the Interior Department was in charge, because I felt that 
there were a variety of disreputable companies that were pursuing 
energy development projects in particular, which I thought were 
not very cost effective, and probably not a very good business deal. 
I was concerned when I saw the hospital of Pohnpei, for example, 
that had been designed almost as if the tropic environment did not 
exist. Relatively speaking, the Japanese and even before them the 
Germans, given the advance in building technology were building 
more tropically sensitive buildings than were being built and 
turned over to you. So that is one of the reasons I am raising this 
question. 

If I could just ask a couple questions to representatives of the 
Marshall Islands. Chairman Duncan mentioned before what a large 
part of the per capita income seems to come from compact pay- 
ments or government, and questions about what this does to the 
potential self-sufficiency of the Marshall Islands. I understand that 
increasingly people outside the Marshall Islands are moving there 
to do much of the private sector work. That would seem to have 
implications that the Marshall Islanders could be a minority in 
their own country. What would you say about that issue? 

Mr. Muller. Mr. Chairman, let me try to answer that in a cou- 
ple of ways. First, I think it is important for us to make a distinc- 
tion with the fundings that come under the compact to the Mar- 
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shall Islands because a number of those fundings are earmarked 
for payments for the use of lands that the military uses and also 
payments to victims of the nuclear testing program. I think some- 
times there is a misconception that all that money comes to the 
government for its spending. Those moneys go to the individual 
families and persons to compensate 

Mr. Bereuter. Yes. I do understand that. But tell me about the 
allegation that much of the private sector work today in the Mar- 
shall Islands is being conducted by non-islanders, non-Marshall is- 
landers, and the result is that the private sector can not become 
competitive as long as government pays so much more than the 
private sector. 

Mr. Muller. Mr. Chairman, let me answer that question by say- 
ing that when our government came into existence, most of our 
training of the labor force was very minimal. At the beginning of 
the compact, we needed assistance from outside labor to assist in 
our development, economic development. 

I am happy to say that we have been undergoing a number of 
programs to train and to retrain a lot of our young people to be 
able to get into the private sector programs and services. Still at 
the same time, we look to outside assistance, especially in special- 
ized training to assist us, especially in construction and fisheries 
areas and technology. But there is a conscious effort on our part 
to provide as much training to allow for our people to get into the 
labor market. 

Mr. Bereuter. Mr. Chairman, if I could have unanimous consent 
for one more question, I would appreciate it. 

I had the misfortune of visiting Ebadon in the Marshall Islands 
when I was there. It has, at that time it had at least the highest 
per capita per square mile, I should say the highest population per 
square mile in the Pacific. I was ashamed to see that area under 
the American flag at that time. I understand that families were at- 
tracted there, extended families because of the higher wages being 
paid at Kwajalein. But still the conditions there were so bad for the 
population that I was ashamed to see American flags over it. I hope 
that conditions are improved there now. If not, I would like your 
suggestions about what the United States Government’s respon- 
sibilities are through the DOD, which is the major source of em- 
ployment for at least the breadwinner on Ebi. 

Mr. DeBrum. Mr. Chairman, first let me say that we agree with 
Chairman Bereuter on his assessment that too many of the 
projects, construction in the past were designed by outside engi- 
neers not familiar with the needs and the climate conditions in our 
area. Eor that reason, many of the original infrastructure built by 
the trust territory had to be replaced by early compact funding. 

On the specific question of Ebi, yes, Ebi has and continues to be 
a problem. Although we try our best to make sure that we alleviate 
the problems associated with housing, with sewer and water, and 
with power, there’s still a limited availability of the basic power 
and water requirements. We are still trying to deal with a hospital 
construction project that went awry not too long ago. We are hope- 
ful that we can complete that very soon. 

Putting 15,000 to 18,000 people on 56 acres of land is extremely 
difficult to do and does cause problems, as the chairman described. 
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There are also problems associated with people being moved from 
the mid corridor and the military areas of Kwajalein onto Ebi with 
promises of housing, electrical and water supplies, for which the 
DOD was originally responsible, but have not committed money or 
services provide. We are trying to work with the military and with 
DOD to solve that problem now. 

But under the new administration and government, we are also 
concentrating a great deal more money and more attention to Ebi 
to deal with this problem. 

Mr. Bereuter. Thank you, Mr. Chairman. 

Mr. Duncan. Thank you. Chairman Bereuter. 

Mr. Faleomavaega? 

Mr. Faleomavaega. Mr. Chairman, at this time I would like to 
defer to my friend from Guam. 

Mr. Duncan. Mr. Underwood? 

Mr. Underwood. Thank you, Mr. Chairman. I want to extend 
my warmest greetings to all my fellow Micronesians. Thank you 
very much for your testimony. 

It’s just a general question. I have one general question to ask 
all three governments. That is that there has been a great deal of 
discussion about the nature of compact assistance which is after 
all, primarily the basis for any renegotiation as what kind of assist- 
ance will be given. In general, as I understand it, it’s been charac- 
terized, much of the assistance that has been given has been char- 
acterized as being ineffective because it was tied quite often to spe- 
cific domestic U.S. type programs, and perhaps there is more inter- 
est in trying to give more general assistance or perhaps some kind 
of novel approach to any level of future assistance. Perhaps I would 
just like to hear some of your thoughts on that. 

Maybe we’ll start with the FSM. 

Mr. Takesy. Thank you. Congressman, as you well know, these 
Federal programs are of course conceived in the country for needs 
that are specific to an urban and very elaborate program. As you 
well know, in our areas, they vary even from the state centers to 
the rural areas. Dealing with these programs are very costly for us 
from an operational viewpoint, because it takes special expertise to 
even apply and to execute these programs and then account for 
them. So that is one side of it that we are finding difficult to live 
with. The standards are of course based on this country’s stand- 
ards, and they don’t at times don’t quite fit into our area. 

But having said those specific problems, the impact of Federal 
programs on the well-being of the Federated States has been quite 
positive. On the whole, it has been positive. The area that I think 
can be improved is perhaps in the administration and streamlining 
of some of the regulations and administration of these programs. 

Mr. Underwood. Thank you very much. 

Mr. DeBrum? 

Mr. DeBrum. We see a continuation of U.S. programs such as 
FEMA, Farmers Home Administration, Rural Electrification, some 
of those projects to be very well worth it. The rate of success in 
these programs have been very high. In education, both secondary 
and post-secondary education provision of scholarships, we men- 
tioned earlier Pell Grants and other U.S. grants, have been very 
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useful in bringing up the level of education to our country. We 
think that this will continue to help. 

Of course we can not go back to some of the original provisions 
that were taken out by Congress because as you know, they have 
been taken out for the territories as well. But we need to sit down 
and figure out ways to attract American business to the islands. I 
think that a marriage of economic interests may be the best way 
to be self sufficient within the island. 

Of course we have had increase from China and Korea and 
Japan about investment, but we believe that associating ourself 
with American business is probably the best way to self sufficiency. 

Let me add just one more comment here. The entry provisions, 
immigration and labor provisions that I know that some of our col- 
leagues from Guam are concerned about as well, have allowed for 
entry not only for education, but for labor as well to the United 
States. Some communities of people from the Marshalls in the 
Northwest and in Arkansas and Kansas and Oklahoma have been 
very successful. We have entered not for Medicare or for social wel- 
fare, but for jobs, and are providing, citizens are providing to the 
advancement of those communities in which they reside. But if 
they only send back 20 or 30 percent of their income to people at 
home, that is a major part of our income. 

Mr. Underwood. Thank you. 

Ambassador Kyota. Thank you. Congressman. Since we are only 
beginning the fifth year of our compact, we are still awaiting a lot 
of programs in our area. But I would like to take this opportunity 
to report that beginning today, a number of Federal programs are 
going to phaseout in this fiscal year. They total up to like $6 mil- 
lion. As you know, that translates into many jobs and many essen- 
tial services that would be lost for our people. 

But if the renegotiation for our economic assistance is going to 
be held let’s say next year. I’m sure we have lived more than 5 
years. I’m sure we will be in a better position to give you some of 
the programs that we want them to continue. That’s why in my 
oral statement I requested that representatives of the U.S. Govern- 
ment and our representative commence a meeting sometime next 
year to evaluate and to reassess the needs of those programs that 
are being phased out. I know that’s not asking too much because 
it is in the provision of the compact that we will review those pro- 
grams in order to determine whether they should continue or not. 
Thank you. 

Mr. Underwood. Thank you. So next time I get in my office citi- 
zens from your area asking me to continue eligibility for certain 
programs, I will refer them back to you. 

Mr. Duncan. All right. Thank you very much. 

Mr. Faleomavaega? 

Mr. Faleomavaega. Thank you, Mr. Chairman. I want to again 
thank our distinguished guests here before the Committee and 
their fine testimonies. 

I guess at the height of the cold war, by some assessment of the 
officials of our government, we have decided that approximately $2 
billion was supposed to be the base in terms of the kind of eco- 
nomic assistance as it was part of the compact agreements that 
were made with the FSM as well as with the Marshalls and ulti- 
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mately also with Palau. I suspect also, gentlemen, that the ques- 
tion of assistance is going to be probably the soul of the negotia- 
tions that will be forthcoming in the coming months. 

My question is, I make the presumption that the last or the pro- 
jection of the first 15 year period, that the vast majority of this $2 
billion has been primarily for purposes of infrastructure develop- 
ment and now I suspect that perhaps another important phase of 
these renegotiations. Do you suspect, gentlemen, that it’s going to 
be less than $2 billion for the next 15 years or going to be more? 

You know, I make an observation, every year we give $6 billion 
to Egypt and Israel to maintain stability in the Middle East. Now 
that may not be any relation to the situation that we have in Mi- 
cronesia, but I can rest assured, gentlemen, that at the height of 
the cold war, Micronesia was very, very critical as far as the De- 
partment of Defense was concerned. In fact, the entire compact 
during the negotiation period, Tony, you know, and Asterio, was 
practically done by the Department of Defense. 

I can also say as a matter of statement that the negotiations was 
very much an unequal on the basis that the people that you had 
to deal with were not exactly very friendly. If I would put it more 
nicely, to the extent that it was almost like take it or leave it. 
Thank God we had a Phil Burton there that had to constantly beat 
on the administration to tell them that these are human beings. 
These are not just some mechanical toys that you can play with. 
I still remember the classic statement that Henry Kissinger made 
concerning Micronesia. I’ll repeat it again. “Well, hell, there’s only 
90,000 of them. Who cares?” 

That was the kind of attitude that you had to deal with 15 years 
ago, when we talk about compact renegotiations. I sincerely hope, 
and I’m sorry that the administration is not here, that we will not 
have a repeat of that. 

My question, gentlemen, I find it very strange that we are trying 
to promote economic self-sufficiency in these three entities, and at 
the same time, you are restricted to do certain things. My question 
is, would you have been better off if you were never involved with 
the United States in terms of where we are now? Could you have 
done it on your own? Go out and negotiate with other countries of 
the world and do your own thing without being colonized after 400 
years? Eirst it was the Spaniards, then it was the Japanese. 

I mean the problem is, gentleman, is that many Members here 
in the Congress have no concept, no idea where you were and how 
you got to where you are now. It is a sad situation. I don’t fault 
my colleagues. But that is the reality in fact that we deal with here 
in Washington. I wish every Member of Congress could understand 
and appreciate what the Micronesians have had to endure in the 
last 400 years. I am sad to say I would say probably — well, look 
at here. Again, I don’t fault my colleagues. This is the reality that 
we deal with here in Washington. 

My question, gentlemen, what is your best shot, give us your best 
shot in terms of how we should improve on the compact when re- 
negotiate in the coming months? ESM? 

I’ll say one thing. I’m sorry. I didn’t mean to interfere. You know, 
we have the same problems even in insular areas as you do right 
now. We talk about self sufficient the last 100 years, and we’re still 
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not self sufficient. We export national football players now. I under- 
stand there are 1,000 Marshallese working for Tysons Chicken in 
Arkansas making more money there than they would if they were 
in the Marshalls. What’s wrong with inviting the Micronesians to 
come and work here to be more self sufficient, make more money, 
and the export it back to the islands? Every other country in the 
world does that, with the exception maybe of our own country here. 
The Philippines, a classic example. Of the 500,000 Filipinos that 
work outside of the country, they bring in $8 billion plus in remit- 
tances. That has tremendously assisted that country to stay above 
water, if you will. We even have Samoans who work in the logging 
companies up in Montana. So I think it’s possible. 

My basic concern, and I want to ask my friends here from Micro- 
nesia, I have always advocated strongly that the salvation of our 
island people lies in the ocean. But I am sorry to say that we have 
not even gone near, we can’t even get the Law of the Sea Treaty 
approved. We have some very serious problems with that. So I 
would like your suggestions on how this Committee, how the Con- 
gress could be helpful when you begin the renegotiation process. 

Asterio? Jesse? 

Mr. Takesy. Thank you, Mr. Chairman. You have asked some 
very profound and difficult questions, so I hope you can bear with 
me. In the FSM, we view the compact as a critical component of 
our effort at building an economy that will be sustainable and one 
that will support our people, not only now but in the future. In 
point of fact, we have begun an exercise within the JCN itself to 
assess where we are in cooperation with the entire government, 
where we are economically, where we hope to be, and what it’s 
going to take to get us there. 

This means hard economic reviews and analysis. We are not 
done, Mr. Chairman. But I am happy to report that we are as- 
sisted, as I have stated earlier, by an independent team of econo- 
mists funded by this country, Japan, and the Asian Development 
Bank. We hope to be able to come to produce a picture that can 
give our decisionmakers options 

Mr. Faleomavaega. Let me give you an example, Asterio. Look 
don’t be so nice about this, Asterio. You are my brother. Look, 
these fishing countries take out in excess of $1 billion worth of 
tuna from our waters. What do we get in return? Pittance. I would 
say that if our own island countries could even gross at least 
maybe $300 to $400 million out of that $1 billion that is taken out. 
I am frustrated, Asterio, help me on this. We could get the ships. 
They even had the gall to say the Samoans didn’t want to go fish- 
ing because they don’t know how to go fishing. We are fishing now 
the Albacore and grossing $700 million a year, and we are just 
starting. You don’t need to go into pursanders that cost $12 mil- 
lion. We can start small. I don’t know. I am frustrated because the 
resources are there. But maybe I’m wrong, Asterio. Help me on 
that. 

Mr. Takesy. No. You are quite right. We have embarked on that. 
But unfortunately, we embarked with the government actually di- 
rectly involved in it. We are correcting that. As Tony pointed out, 
there needs to be some adjustment to attract foreign investors from 
this country. 
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Under the treaty that allows for an organ fleet to fish in our 
zones, the entire fleet, the whole United States fleet is allowed to 
come in under the treaty. It’s a very preferential treaty. Not only 
that, but as you well know, under the compact, we have a 10 per- 
cent duty free processed tuna coming into this country. To this day, 
we have not been able to take advantage of that. In looking back, 
we can only say that perhaps this is not an attractive area for such 
investors as Heinz and Starkist and Bumblebee. But the best way 
for us to get into the fishing business and to reap the most from 
it is to catch the fish ourselves. 

Mr. Faleomavaega. You’ve got the market, Asterio. I have the 
largest tuna cannery operation now in the world on my island. 

Mr. Takesy. So we need to learn how to catch. It takes capital 
and it takes training, and it takes high tech to do it. As you well 
know, the pursanders are the most efficient, but unfortunately, 
they cost a lot of money to upgrade and to purchase. But we are 
getting there. We are beginning with long lining in accessing the 
high sashimi market in Japan. 

Mr. Faleomavaega. Thank you, Asterio. 

Tony? 

Mr. DeBrum. If I might, Mr. Chairman, we want to associate 
ourselves with Asterio’s comments. We think tuna has a potential 
and we think that the way to do it would be for the United States 
to help us develop it, along with the other territories and the other 
island countries that live off of tuna. 

But if we go onto the other areas, in tourism, for example, we 
have some of the best tourist destinations in the world. But those 
are hampered when, for example. Minister Muller mentioned ear- 
lier, when the essential air service terminated yesterday. We can 
not be sure to attract investment in the tourism business when we 
don’t have control or we don’t have any real idea what the future 
looks like in air travel. Air transport also plays into the tuna mar- 
ket. If we don’t have freight service out of the Marshalls, there can 
be no sashimi market advantage taken. 

Also, because of the lack of infrastructure, water and power, 
tourism begins to be a difficult area to enter. However, we can go 
into ecotourism. We can go into aspects of tourism that are good 
for the country, good for the environment, and affordable. But 
again, transport and support from investors and those people that 
know how to market and know how to handle tourist facilities is 
needed. 

The United States mentioned earlier that they have embarked on 
a program to enlist ADB support for training and for business de- 
velopment in the Marshalls and for working to reduce the size of 
government. Mr. Chairman, as we have said before, we don’t think 
governments can run business. But that works a little bit to the 
other way around also. We don’t think business can run govern- 
ment. Sometimes we bring in experts in business from ADB who 
try to chop off services in government that are still essential. We 
can not continue to reduce government services in health and edu- 
cation in the Marshalls just in the interest of reducing the numbers 
to what ADB says those numbers ought to be. 

Also expertise from ADB consists largely of international civil 
servants from such places as Sudan, Bangladesh, Sri Lanka, Paki- 



49 


stan. Although some of these people are highly trained, I have not 
been able to see projects from those countries or exported by those 
countries that have worked in the Marshalls. We think that our 
real future in economic development is with United States busi- 
ness. United States business can also talk to their Congressmen. 
We can’t, except for occasions like this for which we are thankful. 

I think the ideas to attract American business, keep them going 
in our area, and they are welcome, and we can do that very well. 
Thank you very much. 

Mr. Duncan. Thank you very much, Mr. Faleomavaega. We have 
been joined by Ms. Christian-Green, and I would like to turn to her 
for any comments or questions at this time. 

Ms. Christian-Green. Thank you, Mr. Chairman. I would like 
to ask unanimous consent to enter for the record an opening state- 
ment. 

Mr. Duncan. Yes, ma’am. 

[The prepared statement of Ms. Christian-Green follows:] 

Statement of Hon. Donna M. Christian-Green, a Delegate in Congress erom 

THE Virgin Islands 

I thank you Mr. Chairman for holding this hearing today. I want to welcome my 
colleagues from the International Relations Subcommittee on Asia & the Pacific, es- 
pecially Chairman Buereuter and Ranking Democrat Berman. I might add that our 
own Resources Committee colleague and fellow Pacific Islander himself, the Honor- 
able Eni Faleomaveaga is a member of the Asia & Pacific Subcommittee as well. 

Mr. Chairman this is an important hearing today, if for no other reason than the 
fact that the Compacts we are discussing today are historic in their differences from 
the other relationships that the United States has with its other non-state entities. 
As a representative of one of these areas, our political status as a unincorporated 
territory is often determinative of much of our political and economic growth. 

Because of our status, no U.S. citizen resident of an unincorporated territory or 
Commonwealth has the right to vote for President of the United States, even though 
the President can order our children to go to war to defend the nation. Also, because 
we do not have representation in the Senate, we are limited in our ability to prevent 
the application of various laws which because of size and other factors, would se- 
verely impact us negatively. 

At the same time, we are prohibited in forming the kinds of international eco- 
nomic alliances which could possibly enhance our economic development. And for 
many of us, the opportunity for enhancing our status to statehood is viewed as not 
available, at this time. 

In part because of the limitations of the various territorial statuses, the idea of 
a Compact of Free Association with the United States is at times viewed as appeal- 
ing by many from the offshore areas. In some sense, the status of Free Association 
can be seen as a possible solution to the problems of full citizenship and sovereignty 
which I described in the current U.S. Territorial statuses. 

And so I look forward to hearing from the witnesses today, so that I can learn 
how these Compacts have worked over the last fifteen years and where we are in 
the process of their renegotiation. I welcome the witnesses to that are here with us 
today, especially those from the Marshall Islands and the FSM who have traveled 
a very long way to get here. Thank you. 

Ms. Christian-Green. I want to begin by apologizing for not 
being here at the beginning of the testimony because I had gone 
to the White House for an event which went longer than I had an- 
ticipated. But I wanted to welcome our panel this afternoon. I 
know you came a long way, but it is very important that you are 
here this afternoon to give your testimony. I will be reviewing the 
record so that I don’t miss anything. But I can already hear from 
your responses to some of the questions and from some of the ques- 
tions actually that a lot of the areas of concern, a lot of the issues 
that we all have are very, very similar. It makes me wonder what 
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is the difference between being an unincorporated territory and 
have a compact with Free Associated States status. 

But I would like to maybe, since I don’t have a specific question, 
give you an opportunity — as a new member, I still need to be edu- 
cated somewhat on the process that you are going through. Maybe 
there might be one particular issue that you have not had a chance 
to really focus on that you might want to bring out at this time 
that would help me also to understand the process of the negotia- 
tions that you are going through that you feel is of critical impor- 
tance to each of the areas. 

Mr. Muller. Mr. Chairman, if I may start. I think as I men- 
tioned in our statement, it is very important that we continue to 
address the legacy and the outstanding issues that surround the 
continued injuries that had been caused by the nuclear testing pro- 
gram of the U.S. I think to the Marshall Islands, that is one of the 
main points that we would like to see that it be fully addressed and 
that judged and fair compensation be finally brought to a success- 
ful conclusion. 

Mr. Duncan. Let’s go to Ambassador Kyota for his major prob- 
lem or issue. 

Ambassador Kyota. Thank you, Mr. Chairman. I did not have an 
opportunity to answer to the Congressman from Samoa, questions 
about fisheries and some of the most important things. So if I may, 
I would like to respond to that before I 

Mr. Duncan. Sure. 

Ambassador Kyota. Right now we in relation to fishing, we have 
two active companies doing long line fishing in Palau. The Con- 
gress in Palau, the legislator there is now considering or evaluating 
whether to extend their fishing agreement or to stop them when 
they expire. They are looking into a new, another means of getting 
the most money out of the water. That is the sports fishing aspect, 
you know, like since Palau and the rest of the Micronesian islands 
are gaining popularity in tourism, becoming one of the world’s tour- 
ist destinations, we’ll get into the sports fishing. Although the 
money is not as big as the fishing company, but at least the money 
is given directly to the people rather than using this big fishing 
company which pollutes the water, pollutes the land, and the re- 
turn is very small, is very small there. 

Mr. Duncan. All right. Thank you. Let’s go to Mr. Takesy. 

Mr. Takesy. Thank you very much, Mr. Chairman. Mr. Chair- 
man, in our view, the one aspect of the compact that we thought 
was not emphasized enough and in hindsight we’re seeing is that 
there is no attention to the private sector development aspect. In 
our view, this is where we should be going. In our review now, as 
advised by the team of economists and in our own evaluation, at- 
tention should be paid to this area. 

In that connection, Mr. Chairman, the human resources to move 
the private sector needs to be trained, not only trained but specifi- 
cally catered to the areas that have promise for potential, such as 
my colleagues have pointed out, tourism, fisheries, and agriculture 
for the FSM. This is where I thought 

Mr. Duncan. Thank you very much. 

Ms. Christian-Green, anything else? 



51 


Ms. Christian-Green. Thank you, Mr. Chair, for the opportunity 
to ask the questions. I really do find that a lot of the issues are 
very, very similar for all of us who have been in one status or an- 
other as territories to the United States. Thank you. 

Mr. Duncan. Well, thank you very much. I think this has been 
a very valuable and informative hearing. I want to thank all of the 
witnesses for their testimony and the members for their questions. 
The members of the Committee on Resources and the Sub- 
committee on International Relations may have additional ques- 
tions for the witnesses. We will ask you to respond to those in writ- 
ing. The hearing period will be held open for these responses. 

If there is no further business, the chairman again thanks the 
members of the Committee and the subcommittee and our wit- 
nesses, particularly those who traveled from Micronesia to partici- 
pate. The joint hearing stands adjourned. 

[Whereupon, at 4:30 p.m., the committees were adjourned, sub- 
ject to the call of the Chairs.] 

[Additional material submitted for the record follows.] 
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BRIEFING PAPER— COMPACTS OF FREE ASSOCIATION 

The Congress approved unprecedented free association relationships with these 
areas with the enactment of Public Laws 99-239 and 99-658 in 1985 and 1986. As 
separate sovereign nations, these areas have their own nationality and citizenship, 
are members of the United Nations, and have full diplomatic relations based on the 
Vienna Convention on Diplomatic Relations. All three maintain embassies in Wash- 
ington, DC, and similarly, the U.S. has embassies in the three freely associated 
states with either resident ambassadors, or in the case of Palau, a charge, with the 
ambassador being accredited out of Manila, Philippines. 

The U.S. and these islands each have entered into agreements through their re- 
spective Compacts, to provide certain rights of obligations to the other party. Most 
significantly, the U.S. has exclusive military rights and a legal defense veto over 
third party use of any of the land, ocean, or airspace of the islands (this oceanic 
exclusive economic zone comprises an area larger than the continental U.S.), as well 
as access and use of certain specified land, harbor, airport facilities in various parts 
of the freely associated states, and the islands have free transit into the U.S. to 
work, study, or reside. The FAS also use U.S. currency and are synchronized with 
the U.S. postal system rates. The Compacts also provide for economic and pro- 
grammatic assistance for the FAS at varying rates. 

Compacts for the Marshall Islands and the Federated States of Micronesia began 
respectively on October 24 and November 3, 1986 while Palau’s Compact did not 
start until October 1, 1994. Certain economic provisions of the Compact with the 
Marshall Islands and the FSM are set to lapse at the end of 15 years and by law, 
the Administration is to begin negotiations on those provisions in 1999. The 15 year 
lease of the U.S. missile-testing facility at Kwajalein in the Marshall Islands is also 
up for renewal at the same time. 

The hearing will focus on the oversight of the Compacts of Free Association for 
the Republic of the Marshall Islands, the Federated States of Micronesia, and the 
Republic of Palau, with regards to government-to-government relations, including 
mutual cooperation on defense, exclusive economic zone enforcement, transit of resi- 
dents, and Federal oversight in the islands of Federal grants and programmatic as- 
sistance. In addition, the hearing will focus on the progress of economic self-suffi- 
ciency in the freely associated states, radiological rehabilitation and resettlement of 
certain Marshall Island atoll communities, construction of the Babeldaob circum- 
ferential road in Palau, and Compact renegotiation plans. 

STAFF CONTACT: T.E. Manase Mansur, x67400. 


Statement of Hon. Stanley O. Roth, Assistant Secretary of State for East 
Asian and Pacific Affairs 

Mr. Chairman, thank you for the invitation to discuss one of the United States’ 
most unique relationships: our relationship with the Freely Associated States (FAS). 
Though poorly understood and often overlooked, U.S. ties to the three FAS (the Fed- 
erated States of Micronesia (FSM), the Republic of the Marshall Islands (RMI), and 
the Republic of Palau) have a long history and are an important part of our posture 
in the Pacific. I personally devoted many years of my life to this issue in the mid 
1980s, when, as Staff Director of the House Asia and Pacific Affairs Committee, I 
worked to get the Compacts of Free Association legislation through Congress. This 
process, as you know, Mr. Chairman, was long and arduous, in part because Con- 
gress had not been adequately consulted from the outset of negotiations. I thus wel- 
come the opportunity to open a dialogue with Committee members on the state of 
U.S. -FAS relations and to consult with you regarding the upcoming renegotiation 
of certain provisions of our Compact with the FSM and the RMI. 

My testimony today will be divided into two sections. First, I will give a brief 
overview of the Compacts of Free Association, laying out the parameters which 
guide these unique relationships. Second, I will reexamine what the United States 
had hoped to accomplish with these Compacts of Free Association and evaluate our 
success in meeting those goals. 

Compacts of Free Assoeiation 

The Freely Associated States were formerly part of the Trust Territory of Pacific 
Islands (TTPI), a group of islands administered by the United States after 1947 
under a U.N. Strategic Mandate. In 1969, the United States entered into discussion 
with representatives of the various islands on their future political status, a process 
which had different outcomes for the four island groupings in the Trust Territory. 
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The people of the Northern Mariana Islands opted for an association with the 
United States that made them U.S. citizens. In January 1978, the United States 
began administering the Northern Mariana Islands under provisions of the nego- 
tiated and Congressionally approved Commonwealth Covenant. On November 3, 
1986, the Northern Mariana Islands became a Commonwealth in political union 
with the United States. 

The FSM, RMI and Palau, on the other hand, chose to become sovereign nations 
in free association with the United States. On this date sixteen years ago (October 
1, 1982), the United States and the FSM agreed to a Compact of Free Association, 
some provisions of which will expire fifteen years from the date of its entry into 
force. In June, 1983, we reached a similar agreement with the RMI. These Com- 
pacts were approved and enacted into law by Congress in January 1986, and en- 
dorsed by the U.N. later that year. Our Compact with the RMI thus officially went 
into effect on October 21; while that with the FSM started on November 3. The Re- 
public of Palau opted for a longer 50-year Compact which did not go into effect until 
October 1, 1994 due to multiple delays in ratification in Palau. 

A Unique Relationship 

These Compacts established unique relationships between the United States and 
these former trust territories, elaborating bilateral arrangements unprecedented in 
the history of U.S. diplomatic relations. While each of the states is now sovereign 
and our dealings with the FAS are no longer internal but rather foreign policy mat- 
ters, our relationship with the Freely Associated States differs from those with other 
nations in several fundamental ways: we provide the people of the FAS access to 
direct services of over forty U.S. Federal domestic programs and to U.S. Government 
funding at a per capita rate greater than any other foreign government; we take 
responsibility for the security and defense of each of the island states in return for 
denial of third-country access to the FAS for military purposes; and we give FAS 
citizens the right to work and live in the United States as nonimmigrant residents 
within the parameters laid out in the Compacts. 

Towards Renegotiation 

We are rapidly approaching the 12th anniversary of our 15 year provisions of our 
Compact with the FSM and the RMI, and so these elements of the agreement will 
soon be up for renegotiation. Under the terms of both Compacts, negotiations should 
open two years before the 15th anniversary in the fall of 2001, putting us just a 
year away from the start of this process. The Administration is fully cognizant of 
the significance of this upcoming exercise, and we are in the process of trying to 
identify the best negotiator for the job. 

As we move towards the 1999 deadline, it is important that we reevaluate where 
we have come from and where we now stand with the FAS. The United States en- 
tered into Compacts of Free Association with these former trust territories for two 
basic reasons. First, as the administrator of the U.N. mandated Trust Territories, 
the United States was obligated, and I quote, “to promote the development of the 
inhabitants of the trust territory toward self-government or independence as may 
be appropriate to the particular circumstances of the trust territory and its peoples, 
and the freely expressed wishes of the peoples concerned.” In accordance with these 
responsibilities, the United States moved the various island groupings toward self- 
governance, and having achieved statehood, the people of the FSM, RMI and Palau 
elected a relationship of free association with the United States. 

Second, in the Cold War environment of the mid-1980s, the United States was 
keen to bolster its security posture in the Pacific. For much of the post-World War 
II period, the United States had had unrivaled influence in the Pacific. This position 
was challenged in the mid-80s as the Soviets undertook an aggressive campaign to 
increase their presence in the region, concluding a fishing agreement with Kiribati 
and opening diplomatic relations with Vanuatu. At the same time, consultations 
with the Filipinos had already begun to cast doubt on the future of U.S. bases at 
Subic, Clark and other facilities in the Philippines. For the first time in almost 
three decades, then, our supremacy in the Pacific appeared to be in jeopardy. 

The Compacts with the FAS alleviated this problem in three ways. First, the prin- 
ciple of strategic denial elaborated in the agreements with each of the three FAS 
guaranteed the United States exclusive military access to these countries and their 
surrounding waterways. Second, our agreement with the RMI ensured continued ac- 
cess to the Kwajalein military facility. Third, our agreement with Palau included 
the right to develop a military base should the United States need an alternative 
to the Philippines. Combined, these three components of the Compacts served to 
safeguard our long-term military interests in the region. 
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As we move towards renegotiation, it is of course useful to reassess both our con- 
tinued interests in, and obligations to, the FAS. First, on the strategic side. Geo- 
politics have changed significantly since the mid-1980s, as the Cold War is over and 
the Soviet threat is no more. Nonetheless, the FAS continue to be of strategic sig- 
nificance to the United States. The thousands of islands of which the FAS are com- 
posed cover vast stretches of ocean and sit astride vital sea lanes. The United States 
has a clear interest in keeping these sea lines of communication open. 

Moreover, the FAS are located between U.S. positions in Hawaii and Guam. U.S. 
defense relationships in the Asia Pacific form an arc from South Korea and Japan, 
through Thailand, the Philippines and on to Australia. Guam is the forward mili- 
tary bridgehead on U.S. ground, from which we can leap, if necessary, not only to 
Asia and the Pacific but also on to the Persian Gulf — a point aptly demonstrated 
during the 1995 U.S. military action in support of U.N. sanctions on Iraq. To protect 
the forward presence in Guam and beyond, the United States has a strong interest 
in maintaining friendly governments and denying potentially hostile forces access 
to these sea lanes. While there is currently no direct threat to these vital water- 
ways, we can not assume that this will remain the case. 

As mentioned above, the RMI is also home to the U.S. Army Kwajalein Atoll 
(USAKA)/Kwajalein Missile Range (KMR). According to a DOD assessment, the 
USAKA/KMR is a “national asset,” currently the only facility in the world with an 
arena suitable for full-scale testing of long-range missiles. The study also deter- 
mined that Kwajalein is uniquely situated for intelligence gathering and provides 
important support for our space programs. We have, over time, invested upwards 
of $4 billion dollars in this facility, and relocating would be a difficult and costly 
proposal. Our lease of the Kwajalein base expires in 2001, though if we choose to 
renew, our Compact with RMI provides automatic renewal rights for an additional 
15 years. 

On the obligation side of the coin, our position is more complicated. The United 
States has clearly fulfilled its responsibility under the U.N. Mandate to prepare 
these territories for self-governance. The new states have become self-governing and 
responsible for their own foreign affairs. They have exchanged diplomatic represent- 
atives with other nations besides the United States and have become members of 
international organizations including the U.N., the IMF and the World Bank, as 
well as regional organizations like the South Pacific Forum, the Pacific Community 
and the Asian Development Bank. 

Still, while our legal obligation to the FAS can be said to have been fulfilled, our 
moral obligation to the people on the ground is ongoing. In the original Compact 
legislation, the United States pledged to help each of the three FAS move toward 
economic self-sufficiency. However, despite generous financial assistance from the 
United States, progress toward attainment of economic self-sufficiency has been 
slow. Since our Compact with Palau will not be on the table in this round of nego- 
tiations, I will focus my remarks on the FSM and the RMI. 

For years both the FSM and the RMI seemed hopelessly dependent on our provi- 
sion of aid and services, unwilling and/or unable to undertake the reforms necessary 
to transform their economies. Recently, the Federated States of Micronesia has 
begun to make headway with economic reform, working with us, the IMF and the 
Asian Development Bank to restructure its economy, downsize the national govern- 
ment, and privatize many governmental functions. 

In accordance with IMF recommendations, the FSM Government formulated a 
structural reform program which has been under implementation since 1995. Con- 
siderable progress has been made under the reform program in the past two years, 
including the recent National Government Restructuring, which downsized the pub- 
lic sector, and the new Foreign Investment Act, which streamlined the foreign in- 
vestment approval process, devolved discretionary power to the States and created 
a more competitive environment for the attraction of foreign investment. Other new 
initiatives have included a reform of the teix code designed to increase customs rev- 
enue, and financial sector reform, such as liberalization of interest rates. 

Even with these reforms, however, there is still much to be done. Private sector 
development of agriculture, fisheries and tourism is crucial for the FSM’s future via- 
bility. Growth of the private sector will require a consistent regulatory framework, 
reform of the land-tenure system, continued simplification of foreign investment pol- 
icy, and further reforms to the taxation system. At the same time, a comprehensive 
reform of the education system will be essential if Micronesians are to attain the 
knowledge base and skills training they need to move forward with reform. While 
the Micronesians are on the right economic path, their ability to carry through with 
such reforms might be undermined by termination of our economic assistance. 

The RMI is not as far along the reform path as its neighbor. A swollen and ineffi- 
cient public sector continues to swallow a substantial percentage of the budget; 
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debt-servicing requirements are greatly constraining fiscal policy; and high popu- 
lation growth rates, rising unemployment, and declining per capita income are plac- 
ing serious strains on the nation’s social services. The government, meanwhile, has 
exhausted its financial holdings and borrowing capacity and has not created a cli- 
mate attractive to foreign investment. There is also controversy surrounding the 
RMTs management of funds established to provide compensation for claims related 
to the 1946-1958 U.S. Nuclear Testing Program, with critics contending that manip- 
ulation of the criteria by which claimants are determined eligible for programs sup- 
ported by these funds has led to an unsustainable ballooning of the subscriber base. 
The Government of the RMI, moreover, has not released required annual audits on 
the Fund. 

Having said all that, let me stress that not all is gloomy in the economic manage- 
ment of the RMI. The Marshallese have undertaken a Public Sector Reform pro- 
gram in conjunction with the ADS, and some progress has been made, including a 
25 percent reduction in civil service staff since January 1996, termination of sub- 
sidies to Air Marshall Islands, and a public sector wage freeze. Other notable initia- 
tives have included the tariff structure rationalization carried out in FY96 and the 
amalgamation of ministries which helped minimize redundancies and reduce the 
range of services provided by the government. Still, I think the record shows that 
it is not yet clear whether or not the RMI government is committed to genuine eco- 
nomic reform. 

In short, Mr. Chairman, our provision of Federal aid and services has had only 
partial success in fostering economic self-sufficiency. The question is, having set the 
FAS on a path of economic reform, can we abandon them before their reforms are 
finished? Terminating most or all of our assistance programs would likely devastate 
these fragile economies, and historical ties compel us to consider the impact that 
severance of aid and/or services would have on the ground. That is not to say that 
we must continue to provide the FAS with more funding per capita than any other 
nation in the world; our obligation to U.S. taxpayers dictates that even historical 
bonds must be reexamined in light of changed global conditions and new fiscal reali- 
ties. 

As we move towards negotiations, then, Mr. Chairman, the Congress and the Ad- 
ministration must answer a number of tough questions. First, should the United 
States continue to provide financial assistance and/or government services to the 
FAS? If so, how much? For how long? And under what terms? Should aid continue 
to be provided with the full faith and credit of the U.S. Government? Or should aid 
be provided as an annual appropriation as it is with U.S. Government assistance 
to other countries? It goes without saying, Mr. Chairman, that any future provision 
of assistance must serve to help the FSM complete its reforms and compel the RMI 
to adopt and implement more wide-ranging reforms. Past policy failures must there- 
fore be addressed if future aid is to improve economic performance. 

Finally, Mr. Chairman, let me add one thought about our unique financial obliga- 
tions to the RMI relating to nuclear claims. While the implementation agreement 
of the Compact with the RMI constituted the full settlement of all claims, past, 
present and future, related to nuclear testing, it does provide that the RMI may 
submit a request for additional compensation to the Congress under certain provi- 
sions. RMI representatives have said that additional atolls should be considered af- 
fected by the nuclear program, and that compensation for all the affected atolls 
should be increased. I understand that the Marshallese are hard at work preparing 
a case for additional compensation and we will of course give their materials full 
consideration in accordance with our legal obligations. 

Before I conclude, Mr. Chairman, I would like to emphasize that I take my obliga- 
tion to consult with Congress during this process seriously. I again thank you and 
the members of the Committee for the opportunity to discuss the Compacts of Free 
Association today. I look forward to getting your feedback this afternoon and to con- 
tinuing this dialogue as we move towards negotiations next year. 


Statement of Hon. Kurt M. Campbell, Deputy Assistant Secretary of 
Defense for Asian and Pacific Affairs, International Security Affairs 

The Department of Defense has a deep appreciation of the current significance 
and past history of our special relationship with the Freely Associated States; the 
Republic of the Marshall Islands, the Federated States of Micronesia, and Palau. We 
cannot, and should not, forget the price we paid in liberating these islands from Im- 
perial Japan in World War II and the role some of the islands and peoples played 
in developing crucial U.S. defense programs in the 1950s and 1960s. Our relation- 
ship is founded upon the unique role of U.S. defense responsibilities to the sovereign 
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nations of the Freely Associated States under the terms of the Compact of Free As- 
sociation. 

The Compact and subsequent agreements obligate the United States to provide 
for the defense of the Freely Associated States in perpetuity, unless mutually agreed 
upon to terminate the arrangement. We are committed to provide security to these 
nations and their peoples “as the United States and its citizens are defended.” This 
level of defense commitment goes beyond any other U.S. treaty or alliance. In return 
for this fundamental security guarantee and other DOD obligations, we retain the 
right for certain military uses and access, as well as the right to veto access to third 
countries. 

In the absence of the Compact or the Security and Defense Relations Title of the 
Compact, the Mutual Security Agreement still provides for defense obligations, mili- 
tary access, and denial of military access by third countries. Although it may appear 
that the termination of the Compact would result in little change, it is clearly in 
the best interests of the U.S. to maintain the full range of military access and secu- 
rity engagement options the Compact provides. One of the most important aspects 
of the Compact is the foundation it provides for our day-to-day working relationship 
with the people of the Freely Associated States. 

In preparation for the upcoming Compact renewal negotiations, the Department 
of Defense has conducted a study to determine our defense interests in the Freely 
Associated States for the post-2001 era. This study, which will be finalized in early 
1999, has considered many issues of mutual concern, such as continued access, cur- 
rent and future threats, and roles the Freely Associated States may play in future 
scenarios. 

The overriding defense interest in the negotiations will be continued use of the 
Kwajalein Missile Range and the facilities on Kwajalein Atoll. The requirements of 
our missile defense and space surveillance programs combined with the uniqueness 
of Kwajalein’s location, infrastructure investment, and real world treaty restrictions, 
make this an issue of the highest priority. 

Under the Military Use and Operating Rights Agreement, negotiated subsequent 
to the Compact, the United States retains the right to automatically extend the use 
of Kwajalein for an additional fifteen years to 2016. However, the Compact and use 
of Kwajalein are not that easily separated. While the agreements may be negotiated 
separately, proviso’s of the Compact help provide the basis for the support of the 
Marshallese, who in turn provide not only much of the labor force, but also a posi- 
tive local environment which is critical for continued success at Kwajalein. 

If the goal of the Compact is to maintain a unique relationship with the Freely 
Associated States while helping them become financially self-sustaining democ- 
racies, then a renegotiated Compact, in some form, is in the best interests of the 
United States and the Freely Associated States. It will help the Freely Associated 
States continue to work toward their national goals, while serving our national de- 
fense interests. 


Statement of Hon. Asterio R. Takesy, Executive Director, Joint Committee 

ON Compact Economic Negotiations, Government of the Eederated States 

OF Micronesia 

Mr. Chairman: 

The Government of the Federated States of Micronesia (FSM) is very grateful for 
the opportunity to appear before you today to discuss the Compact of Free Associa- 
tion and the upcoming renegotiation of certain of its provisions. We agree with the 
Committee Members that it is none too early to begin sharing with you our assess- 
ment of the Compact experience thus far, and our tentative views on what may lie 
ahead. 

First, I should refer to the visit to Washington last month by our President, His 
Excellency Jacob Nena, who came with the intention of conve 3 dng to the United 
States Government personally, and at the highest possible levels, the strength of 
our people’s ongoing commitment to the Compact relationship. Today I would like 
to concentrate on the points that he made in a very successful series of meetings 
with Administration officials and with Members of Congress. He also had the fortu- 
nate opportunity to discuss these matters at some length in a conversation with 
President Clinton. 

The most important point that was stressed by President Nena, which I want to 
emphasize to you today, is the profound gratitude of the people and the Government 
of the ESM for the assistance that the United States has extended to us over many 
decades — throughout the forty years of the Trusteeship, and under the Compact. 
Those of us in the current generation of government in the FSM, along with our 
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people, have grown up and lived in an emerging country that remembers past colo- 
nial rule, but has known throughout our lives the faithful encouragement of the peo- 
ple and Government of the United States. We realize that from your perspective this 
is only a small part of your global concern, but we ask that you not overlook the 
appreciation felt by the FSM people for our good fortune in having the opportunity 
to model our political, social and economic development after the example of the 
greatest Nation in the world. 

More particularly, the FSM remains grateful for the strong support given by the 
United States, from the very beginning of our Compact relationship, to the FSM’s 
emergence into full sovereign statehood within the international community. This 
consistent support has played a significant role in what we believe to be the Com- 
pact’s great success, and in the fact that the relationship of Free Association re- 
mains strong. 

One indication of the strength of the relationship is that the FSM has steadfastly 
supported the positions advanced by the United States at the United Nations and 
elsewhere in the international community, even when our positions have occasion- 
ally placed us at odds with our developing country partners and some of our fellow 
Pacific Island countries. Another is that despite the presence within the Compact 
of elaborate dispute and claims resolution procedures, which were forged out of 
months of intense debate during the original Compact negotiations, there has not 
been a single instance when any difference of views between our governments could 
not be resolved through informal discussions. This is testimony to the dedication of 
all our respective officials who have worked under the Compact through the years, 
and to the fact that the guiding document is a sound expression of common inter- 
ests. 

We are keenly aware that strategic and security considerations are the corner- 
stone of our free association relationship with the United States. Thus, we have 
worked hard to give more than just lip service to the responsibilities we assumed 
in the Compact. The FSM has been strictly supportive of United States defense and 
security policy in the Region, such as, for example, by refraining from joining its 
neighboring island countries in the South Pacific Nuclear Free Zone Treaty 
(SPNFZ), and by refraining from signing the Convention against Land Mines. Our 
consistent support for the State of Israel, while motivated in part by internal consid- 
erations, has also been with an eye toward supporting U.S. policy in this important 
security area. Our regular direct contact with the Department of Defense through 
the annual meetings of the Joint Committee on Military Affairs has been a highly 
useful channel of communication. In addition, we regard the service of the Civic Ac- 
tion Teams as invaluable to our people at the community level and a constant re- 
minder of our close relationships. 

As you know, Mr. Chairman, the Compact as a whole has no termination date, 
and was envisioned to create a long-term relationship. However, Section 354 ofthe 
Compact says that the defense provisions are “binding ... for fifteen years . . . and 
thereafter as mutually agreed. . . .” This provides the opportunity during our renego- 
tiations for any needed readjustment. For its part, the FSM remains satisfied with 
and committed to Title Three and to that end would like to remind the United 
States of the availability of locations within the FSM for Defense activities such as 
the propositioning of forward deployment supply ships (a matter that was reiterated 
by President Nena with Assistant Secretary Kramer at the Department of Defense 
during his Washington visit). 

It is the FSM’s view that despite the end of the Cold War the uncertainties in 
Asia necessitate a long-term U.S. security umbrella throughout the former Trustee- 
ship area. It was the consensus view of the original Compact negotiators, and re- 
mains our view, that continued economic progress and stability within Micronesia 
serves that security interest. 

The fifteen years of economic support provided in the Compact was never envi- 
sioned to produce full self-sufficiency within that time period, and in fact, the Com- 
pact reflects an awareness that some level of continuing assistance will be needed. 
While the FSM today still has a long way to go in terms of economic development, 
we feel that from the standpoint of due diligence, the progress made in the rel- 
atively brief time so far, together with our currently building momentum, justifies 
an appropriate level of continued economic assistance by the United States, beyond 
the first fifteen years. 

Mr. Chairman, about five years ago, we in the FSM, as well as our friends in the 
United States and elsewhere, began to realize that the impressive improvements in 
infrastructure made possible by Compact funding were not being accompanied by 
the degree of economic growth we had hoped for. The long-term implications of this 
situation were quite ominous, and something obviously had to be done. With the 
help of the Asian Development Bank, the United States, Japan and other donors. 
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an FSM-wide economic self-analysis was commenced. National and State economic 
summit meetings were held to clarify and redefine our economic goals. Then, three 
years ago, the FSM began making serious and painful course-corrections to reform 
its governmental structure, downsize its governmental workforce and energize its 
private sector. The process, known as “structural adjustment,” is well-advanced, but 
will be ongoing for some years to come. It includes efforts to improve efficiency and 
to develop our own indigenous statistical and planning capabilities, including our 
capability to evaluate and measure economic progress. 

This is a two-pronged program that involves, on one hand. Government and Pub- 
lic Enterprise reforms, and on the other. Private Sector reforms. On the government 
side, we are reorganizing and downsizing our institutions and improving our tax 
structure, in order to move along the adjustment path to sustainable finances and 
rational service levels. On the private sector side, our reforms are designed to im- 
prove the economic environment for private sector growth, especially in those pro- 
ductive activities that earn dollars from abroad. This means, among other things, 
reducing the role of Government in productive activities, and restructuring our legal 
and regulatory environment to encourage private sector activity and investment, es- 
pecially foreign investment. 

It is still somewhat early to project results, but we are encouraged by tangible 
actions taken thus far that have been quite difficult, politically. 

• We have restructured governments at the National and State levels. 

• We have reduced the size of the Government workforce — in all we have so far 
eliminated over 1,200 positions, or almost 20 percent. 

• We have frozen wage increases and even reduced the salaries of most govern- 
ment employees by some 10-20 percent. 

• All of our public utilities and many other former government activities have 
been either commercialized or privatized. 

• We have improved the structure of our tax system and have thus increased 
the share of Government revenues raised from domestic sources. 

One State-specific example is worth noting. Many of you will be aware that our 
largest State — the State of Chuuk — faced a financial crisis of great magnitude start- 
ing in 1995. I will not burden you with the details of measures that have been 
taken, but I am happy to report that the crisis has been overcome. The arrears that 
Chuuk built up through domestic and offshore debts have been fully acknowledged 
and partially repaid. Based on current and credible projections, Chuuk’s operating 
deficit will become a growing surplus and creditor debts will be paid in full by June 
of 1999. 

Mr. Chairman, it is only natural that in approaching the question of the future 
of our free association with the United States we must take stock of the Compact 
experience during the first fifteen years. This includes the development of the world 
security picture and its outlook, but it also includes the need to account for how the 
Compact has worked from the standpoint of its developmental goals, and what 
changes might need to be made in the Compact arrangements. 

To that end, for over a year now, the FSM, on its own initiative, has mounted 
a major undertaking to identify its reasonable and appropriate needs for ongoing 
United States assistance after the first fifteen years, taking into account the struc- 
tural adjustment, the outlook for other sources of assistance and its internal capac- 
ity for revenue generation. This undertaking is being conducted by a representative 
body constituted by law, known as the Joint Committee on Compact Economic Nego- 
tiations, chaired by former FSM Vice President, Petrus Tun. The Committee is sup- 
ported by a full-time Secretariat headed by myself as its Executive Director, with 
the assistance of development economists, an attorney, and other expert consultants 
as needed. We expect this endeavor to be completed prior to the opening of the re- 
negotiations late next year. 

Mr. Chairman, recalling my earlier remarks expressing appreciation for all that 
the United States has done, I would like to close by saying that the FSM does not 
approach the question of continued United States assistance as asking for “foreign 
aid,” nor do we assert an entitlement, but rather, we respectfully suggest that such 
assistance, should it be forthcoming, will continue to be a key aspect of a unique 
and mutually beneficial partnership between our two nations — a Partnership in De- 
velopment for Self-Reliance and Security. 

I thank you once again for inviting us to appear today. We in the Federated 
States of Micronesia look forward to continuing our dialogue with the United States 
Government, including with the Congress of the United States, from this day for- 
ward. 
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Statement of Hon. Phillip Muller, RMI Minister of Foreign Affairs and 

Trade 

Mr. Chairmen and Distinguished Members of the House Resources and Inter- 
national Affairs Committees: 

It is an honor for me to appear before your Committees today on behalf of his 
Excellency Imata Kabua, President of the Republic of the Marshall Islands (RMI). 
Thank you for allowing me to share the perspective of the RMI Government at this 
important and welcome oversight hearing. I see this hearing as an opportunity to 
present and discuss challenges in the Compact before negotiations to extend certain 
of its provisions commence next year. 

For the purposes of today’s hearing, I will focus my remarks on three major 
points. First, I will discuss the value the RMI places on our bilateral relationship. 
Second, I will address some of the specific issues the U.S. Government has raised 
concerning fiscal administration in the RMI. Finally, I will identify some of the dif- 
ficulties the RMI is experiencing with the existing Compact. 

The value the RMI places on the bilateral relationship-. 

Let me begin by expressing that the Government of the Republic of the Marshall 
Islands remains fully committed to not merely preserving but to strengthening its 
close friendship with the United States. Having moved successfully from colonial 
status to full national sovereignty and self-government, the R^ublic of the Marshall 
Islands stands, by choice, as a friend and ally of the United States. We share com- 
mitments to world security, democracy, and disarmament. We have a friendship 
shaped by a shared history, and shared goals; a relationship characterized by trans- 
parency, and cooperation; a successful relationship which has allowed for the 
decolonization of the Marshall Islands, and a special, close and continued relation- 
ship which extends indefinitely under the Compact of Free Association. 

The Compact of Free Association and its subsidiary agreements embody the stra- 
tegic alliance that evolved during the Trusteeship and continues in perpetuity in ac- 
cordance with the Compact. These mutual security arrangements include the U.S. 
Army Missile Range at Kwajalein Atoll which the Marshall Islands is proud to host. 
As the site specifically named in the Anti-Ballistic Missile Treaty for the U.S. Gov- 
ernment to test its missile defense systems, Kwajalein Atoll helps provide security 
to the United States, the Marshall Islands, the Pacific region, and the world. On 
several occasions, the RMI Government has accommodated Department of Defense 
requests to utilize additional islands for its programs. We believe the present ar- 
rangement is in the best interest of both our nations, and contributes to our shared 
commitments to world security. Furthermore, the Marshall Islands provides a per- 
manent buffer zone between the United States and potential threats from Asia, and 
extends U.S. military access to approximately 1 million square miles of the Pacific 
Ocean where no other foreign military can enter. 

The strategic nature of our partnership continues to be of tremendous mutual im- 
portance to our nations. I was extremely pleased to see these same sentiments re- 
flected in the Joint Resolution introduced by the Chairmen of both committees hold- 
ing this hearing, as well as our good friend. Congressman Faleomavaega. The Mar- 
shall Islands appreciates these expressions and hopes that the resolution will con- 
tinue to move forward. I am also pleased to inform the Committees that the Nitijela 
passed its own resolution on February 5, 1998, conve 3 dng the RMI Government’s 
commitment to its bilateral relationship with the United States. The text of the 
Nitijela resolution, which recognizes the importance of continued friendly relations 
and the maintenance of long-term military alliance and strategic partnership, is at- 
tached as a supplement to my statement. 

In recognition of the strategic partnership between the RMI and the United 
States, the Mutual Security Agreement signed by our governments reflects the un- 
derstanding that economic assistance to the Marshall Islands is not foreign aid, but 
an integral aspect of creating the stability necessary to augment our mutual defense 
goals, provided in exchange for important strategic denial and defense rights that 
the U.S. enjoys in the Marshall Islands. The words “mutual” and “security” are 
meant to reflect how each of our countries benefit from our relationship; the United 
States secured its defense interests and the Marshall Islands secured its economic 
and social interests, thereby creating a mutually beneficial alliance based on four 
decades of Trusteeship. Relations between military and economic security is a rec- 
ognition of the conditions required to promote international peace and prosperity. 
This principle is expressly stated in the Mutual Security Agreement: 

“The Government of the United States and the Government of the Marshall Is- 
lands recognize that sustained economic advancement is a necessary contrib- 
uting element to the mutual security goals expressed in this agreement.” 
(Agree- 
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ment Between the Government of the United States and the Republic of the 
Marshall Islands Regarding Mutual Security Concluded Pursuant to Section 
321 and 323 of the Compact of Free Association.) 

In this respect, I would like to extend my sincere gratitude to the Members and 
Administration representatives who argued that the Pell Grant, an economic and so- 
cial program consistent with the strategic nature of our friendship, is an integral 
component of the overall U.S. interest in the Marshall Islands. Our youth who are 
pursuing their higher education, as well as Marshallese serving in all branches of 
the U.S. armed forces, will enhance the economic and strategic goals embodied in 
the Compact. No country receiving conventional foreim aid has a relationship with 
the U.S. including the special legal, military, politicm, economic and social mutual 
undertakings that exist between our governments by treaty and law. That is why 
the RMI is not a foreign assistance recipient. 

We look forward to continuing to strengthen our friendship, and therefore, are 
confident that the upcoming negotiation with the U.S. of certain elements of the 
Compact will provide a constructive process to reflect our shared commitment to the 
relationship. We are likewise confident that in due course the U.S. will select a per- 
son of integrity to lead the U.S. team. This will give us confidence that both sides 
are committed to ensuring that our relationship continues to work in the best inter- 
est of both our nations. 

U.S. Government concerns about fiscal management in the RMI: 

We understand that some people in the U.S. Government have concerns about fis- 
cal management in the RMI. We acknowledge that there have been a number of 
problems with our financial management and budget execution. I would like to put 
some of our financial faltering into perspective, however. 

During the Trusteeship, the Marshall Islands was deemed a secure area by the 
U.S. Administrators. Until 1968, outsiders could not visit the Marshall Islands with- 
out first obtaining permission from the U.S. Navy. Until 1973, no foreign investment 
of any sort was allowed in the Marshall Islands. The public works department was 
established to create government jobs for Marshallese people as a means to dis- 
tribute U.S. money. Most of the Compact money we now receive goes to pay debts 
from loans that were necessary to upgrade the dilapidated infrastructure we inher- 
ited from the Trust Territory Government. I raise these points only to note that al- 
though we have made mistakes — some of our investments were admittedly over- 
ambitious, some were questionable, and still others were sound — we have made a 
bona fide effort to develop our economy. In 12 years time, however, we cannot 
achieve the economic development that U.S. strategic interests intentionally thwart- 
ed for decades during the Trusteeship. 

In retrospect, we acknowledge that monies were not used as effectively and effi- 
ciently as they could have been. For the most part, our infrastructure has been 
built, but the costs have been higher than they should have been. Unfortunately, 
we did not effectively enforce financial reporting from individuals and companies 
who expended funds. In the case of the Ebeye Hospital, we have made arrange- 
ments with the ADB to help recoup funding to complete the project sponsored by 
the U.S. Government. ADB has responded positively to our request for assistance. 
I think it will be in both our nations’ best interest to build accountability mecha- 
nisms into the next phase of Compact assistance. 

Despite our growing pains, the RMI Government is committed to meet the chal- 
lenges necessary in order to install rigid systems of financial management and to 
operate within our financial means. We are undertaking democratic institutions 
building to improve deficiencies in the financial system that we inherited. 

Concern has also been expressed about the over-enrollment of the 177 Health 
Care Program. We made the mistake of not requiring eligibility criteria for enroll- 
ment in the program. As a result, everyone with land claims to those atolls, and 
not just those requiring medical attention as a result of the testing program, en- 
rolled in the program. This is a mistake that my government acknowledges. In re- 
sponse, my Ministry has drafted eligibility criteria for the Cabinet to consider. We 
are working with the 4 atoll leadership to help them understand the absolute neces- 
sity of getting enrollment in this program under control and in accordance with the 
original intent of the Compact. I expect the eligibility criteria to be established in 
the near future. 

I would also like to point out that the RMI Constitution provides for an inde- 
pendent Auditor General to audit all public accounts. The Auditor General’s Office 
has hired an internationally recognized auditor, Deloitte & Touche, to conduct an- 
nual audits in the RMI. The very fact that we know what our budget management 
problems are demonstrates that the audits ensure accountability. Over the years, 
the Auditor General’s Office has been introducing progressively more of the sophisti- 
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cated financial systems necessary to properly manage accounts. Please keep in mind 
that the RMI inherited a financial management system from the Trust Territory 
that consisted primarily of pencils and papers. We are doing our best, however, to 
create first-class financial management systems in the Marshall Islands. 

In recognition of the fiscal management problems we have had, the RMI Govern- 
ment has committed itself to a vigorous reform program. I would like to briefly de- 
scribe some of our fiscal reform measures. Many of these reforms have been painful 
both in political and practical terms as they affect the lives of all Marshallese peo- 
ple: The RMI Government worked closely with the Asian Development Bank (ADB) 
to develop a Public Sector Reform Program (PSRP). With a $12 million loan from 
the ADB, the Reform Program is downsizing our public sector which became over- 
inflated during the Trusteeship. We have determined, however, that we will not 
allow our downsizing efforts to compromise the RMI’s Constitutional mandate to 
provide essential health care and education services to the population; We have 
launched a Private Sector Investment Program (PSIP) that aims to develop strate- 
gies in each of the sectors which make best use of the country’s resources within 
the overall fiscal and budgetary constraints; A Private Sector Unit has been estab- 
lished to formulate and implement a strategy and a program for the privatization 
of state-owned enterprises and service departments. The Private Sector Unit is also 
tasked to create a competition and regulatory policy framework to ensure that the 
eventual privatization of those state-owned enterprises having monopolies in their 
sectors, such as the national airline and the public utilities, do not unfairly infringe 
on the public good; Our Foreign Investment Advisory Service (FIAS) has prepared 
draft legislation for the Government to consider ways to promote a comprehensive 
investment program; An Office of the Economic Policy Advisory Services & Statistics 
provides the budget framework based on macroeconomic factors facing the country 
which can be addressed through fiscal policy; and the RMI has adopted a set of prin- 
ciples that requires that the recurrent and capital budgets are closely integrated 
and visibly linked to national and sector development goals and objectives. 

I would also like to point out that the RMI Government has reduced government 
expenditure from over $105 million in fiscal year 1995 to a projected $75 million 
in fiscal year 1999. The reduction in expenditure has been achieved by a curtail- 
ment of capital spending, by a 27 percent decline in established civil service posts, 
by a reduction in government subsidies (especially by the national air carrier), by 
a lowering of wages of elected of finials and civil servants in both real and monetary 
terms, and cuts in the operating costs of line ministries (including the elimination 
of 4 ministries). At the same time, we are providing training to the individuals 
whose public jobs have been terminated so they can become productive members of 
the private sector. 

Difficulties in the existing Compact: 

Like the U.S., we also have concerns with the existing Compact which we would 
like to bring to your attention. These problems exist primarily with the economic 
development incentives and Section 177 of the Compact. Because of the complex na- 
ture of the Compact, it is often difficult to interpret its intent. When attempts are 
made to deny special rights or privileges specified in the Compact we often face 
problems in our implementation of the Compact’s provisions. Problems have 
emerged when essential provisions in the Compact, such as the immigration and 
labor rights, are constrained and compromised by misinterpretations of the Com- 
pact’s intent. Our relationship cannot be categorized like other countries when it is 
unique. 

With regard to the aspects of the Compact intended to stimulate economic devel- 
opment in the Marshall Islands, there are certain provisions in the Compact that 
were never implemented. For example, we would have liked to take advantage of 
the National Health Service Corps in Section 105(k) or the technical assistance envi- 
sioned in 105(1). For the programs available on a reimbursable basis, we do not 
have the cash flow assumed to pay for the services up front. 

The RMI Government also demonstrated that it lost key economic benefits under 
Section 111(d) of the Compact. The RMI lost these benefits when the U.S. made uni- 
lateral changes to the Compact that the Marshallese electorate decidedly approved. 
We thank Congress for recognizing the economic loss as a result of the U.S. removal 
of the economic incentives. Yet, we have only received 1/lOth of the amount for 
which we established a U.S. commitment under Section 111(d). We ask that you re- 
visit the loss of economic benefits with us, Mr. Chairmen. 

We are also concerned about the limited nature of the Essential Air Services 
Agreement in the Compact. On September 30th of this year, the Essential Air Serv- 
ices provision of the Compact will expire. This provision, which ensures that U.S. 
air carriers provide flights adequate to promote economic development, is vital to 
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every aspect of our efforts to promote economic development. It is my hope that the 
Administration and Congress will work with us on this matter and that your Com- 
mittees, Mr. Chairmen, can support the Essential Air Service provision that is a 
vital component of the path to economic self-sufficiency that both of our nations en- 
vision for the Marshall Islands. 

The other major area of RMI concern about the Compact is Section 177, the sec- 
tion which defines U.S. responsibility for and efforts to address the consequences of 
the nuclear testing program. Like people throughout the world, the Marshallese 
found great relief and assurance in the end of the Cold War. We, in the Marshall 
Islands, like the United States, played an important role in helping the United 
States actualize its national, and global defense goals and in protecting the world 
from the threats of nuclear war. 

Although we share in the relief that the Cold War has ended, our countries to- 
gether bore a disproportionate amount of the burden and suffering in reaching this 
goal. People in the Marshall Islands continue to die and suffer from the debilitating 
health effects of radiation exposure. The expense and breadth of radiation illnesses 
experienced in the Marshall Islands has overburdened our health care system and 
depleted scare economic resources. As you will see from the attached statement of 
the Chairman of the Nuclear Claims Tribunal, Oscar deBrum, the funding for the 
Nuclear Claims Tribunal is inadequate to cover even the personal injury claims 
brought before the Tribunal. It troubles me to report that the Tribunal’s Chairman 
has had to make emergency allocations of just a few hundred dollars to radiation 
victims dying in the hospital and the families of the awardees to provide a contribu- 
tion to the costs of death ceremonies. 

The Tribunal has not awarded a single environmental claim despite the fact that 
the Compact intended for the Tribunal to distribute both personal injury and land 
damage claims. Although the Tribunal has not yet adjudicated the land damage 
claims, it is clear from evidence presented that loss of use for the affected atolls and 
the cost of remediation to restore the atolls to U.S. cleanup standards is substantial. 

As for the 177 Health Care Program, there is no inflation adjustment although 
inflation adjustments exist for almost every program in the Compact. Because of ris- 
ing health care costs and inflation, even if we substantially reduce our eligibility, 
which I promise we will do, the 1998 value of the $2 million amount envisioned dur- 
ing Compact renegotiations amounts to approximately $900,000 a year. This is 
grossly inadequate to provide for the expensive care of this uniquely exposed popu- 
lation needs. The program is further hampered by the great expense of transporting 
and housing tertiary patients off-island due to a lack of medical facilities and 
trained personnel in the islands. It is also expensive to maintain health care facili- 
ties at multiple, scattered locations. Furthermore, we are forced to employ outsiders 
to assist with health care delivery as 42 years after the end of the testing period 
there still is not a single Marshallese trained in radiation science or radiation medi- 
cine. 

While we are proud of our strategic partnership with the United States, it sad- 
dens us that Marshallese citizens who suffer from radiological illnesses are not com- 
pensated in one, full payment the way U.S. radiation victims are. Because I was 
one of the RMTs Compact negotiators, I know we were led to believe that awardees 
would receive a one-time payment for their radiological illnesses and that market 
earnings would lead to annual increases of the fund of 15 to 18 percent. Further- 
more, we were told that the interest from the fund alone would be adequate to make 
our awards and that the fund would remain untouched so it could serve as an 
intergenerational fund to provide long-term financial stability. None of these as- 
sumptions have proven to be true. This inequity of the awards process leads to great 
suffering and discomfort in the Marshall Islands. 

As you are aware, the Marshall Islands agreed to put to one side the nuclear-re- 
lated claims it presented to U.S. Federal courts while we determine the effectiveness 
and adequacy of the programs and allocations in Section 177 addressing the adverse 
consequences of the testing program. In our 12th year of the Compact and Section 
177 claims, it disturbs me to report to you, Mr. Chairmen, that Section 177 of the 
Compact is inadequate to the point of becoming dysfunctional. While the U.S. Fed- 
eral courts accepted our decision to put these claims before the RMI Nuclear Claims 
Tribunal, that decision was based on the presumption of adequacy of the remedy. 
That presumption is now being seriously undermined, and called into question. 

In addition to the inadequacy of funds for the Nuclear Claims Tribunal, the Com- 
pact fails to provide adequate health services to populations affected by radiation 
and it fails to recognize the full scope of radiation injury. The United States con- 
ducted 67 atomic and thermonuclear tests in the air, on the land, and in the seas 
surrounding our islands. Seventeen of these tests were in the megaton range far ex- 
ceeding the size of the bomb the U.S. dropped on Hiroshima. Yet, the Compact defi- 
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nition of exposure, which determines which popuiations are eiigibie for medicai care, 
is based on exposure to just 1 of the 67 tests conducted, the “Bravo” test. What 
about the radiation effects of the other 66 tests? What about the cumuiative radi- 
ation effects of aii 67 tests? As a resuit of this extremeiy narrow definition of radi- 
ation exposure, oniy 174 peopie in the nation are iegaiiy eiigibie in Section 103(h)(1) 
to participate in a U.S. provided radioiogicai health care program. Furthermore, 
only 4 atolls covering 22,500 square miles, including the two ground zero test sites, 
are legally defined as affected by radiation. In comparison, I find it interesting that 
the United States considers the Nevada land area affected by radiation to extend 
over 3 million square miles despite the fact that the total tonnage detonated in the 
Marshall Islands was almost 100 times greater than the total 3deld of weapons test- 
ed in Nevada. 

Fortunately, there is a provision in Section 177 of the Compact, the changed cir- 
cumstances provision, that allows Congress to work within the purview of the exist- 
ing bilateral framework to address shortcomings of the U.S. programs designed to 
address the problems resulting from radiation exposure. We believe that it is in the 
best interest of both our nations to deal with problems in the existing Compact 
framework. This issue cannot wait for renegotiation of the second Compact. People 
are dying now. People are suffering now. Medical expenses are beyond our means. 
We lack the medical care and the money to finance their awards. 

Thanks in great part to the Committee on Resources’ efforts to see that Depart- 
ment of Energy documents relating to the U.S. Nuclear Weapons Testing Program 
in the Marshall Islands were declassified and released to the RMI, we now know 
that the extent of damage caused by the nuclear testing is much greater and much 
broader than either the U.S. or Marshallese negotiators of the Compact understood 
at the time. Based on this new information, we are compelled to act, and the Com- 
pact provides the framework for taking action. I would like to ask you, Mr. Chair- 
men, to convene hearings on the changed circumstances after you receive our peti- 
tion. Changed circumstances hearings would provide us an opportunity to present 
our findings to you, and hopefully, to lay out a pathway for providing medical care 
and assistance to all of those people who have truly suffered as a result of our 
shared strategic interests. 

I would like to ask your support, Mr. Chairmen, in securing an immediate ex 
gratia payment for the victims dying of radiation-related illnesses for which there 
are no means to pay for. The Compact allows for ex gratia payments under Section 
105(c)(2). We request your assistance in convincing the Appropriations Committee 
of the importance of this allocation which the Compact provides for. 


Statement of His Excellency Hersey Kyota, Ambassador Extraordinary and 
Plenipotentiary, Palau Ambassador to the United States of America 

Mr. Chairman and distinguished members of the Committee on Resources and the 
Committee on International Relations Subcommittee on Asia and the Pacific, it is 
indeed an honor and privilege for me to testify, on behalf of President Nakamura 
and the government of the Republic of Palau, before this joint committee. Thank 
you, Mr. Chairman for the opportunity. 

As manner of introduction and background information, allow me Mr. Chairman 
to briefly explain for the record the relationship and camaraderie that first began 
during World War II between Palau and the United States. I believe that such ca- 
maraderie between our people encouraged and paved the way in the establishment 
of our countries current relationship. Because of its location, Palau quickly became 
one of the most important areas in the Pacific for strategic purposes during and 
after the war, for that matter. As a result, some of the fiercest battles in the Pacific 
during the war took place in our islands. Thousands of Americans, Japanese and 
native Palauans lost their lives in those battlefields. Palau, undoubtedly played a 
major role in the U.S. victory in the Pacific during World War II. Immediately after 
the war, the United States established its administration under the Department of 
the Navy. In 1946, the United Nations formally placed Palau and the rest of the 
Micronesia Islands under the U.N. Trusteeship Council directly under the admin- 
istering authority of the United States. Palau and the rest of the islands of Micro- 
nesia became known as the Trust Territory of the Pacific Islands. For many years 
preceding independence, Palau was administered by the Department of the Interior. 
During that time, the Government of the United States established self government, 
provided Palauan people with education and health care programs, and nurtured 
democratic institutions, which guarantee human rights, protect freedom of speech, 
and preserve the rule of law in Palau. Although independent, Palau will always re- 
main a member of the American family by virtue of its long friendly tie and its 
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present special relationship under the Compact of Free Association between our two 
countries. 

Before I continue, Mr. Chairman, I believe it is worth noting that today, October 
1, 1998 is the fourth anniversary of the Republic of Palau’s independence in free 
association with the United States of America. As you know, the original Compact 
legislation for the three Freely Associated State governments was passed by the 
U.S. Congress in 1986. On behalf of the people of Palau, I would like to gratefully 
acknowledge former President Ronald Reagan, whose beliefs in freedom for all man- 
kind and whose vision of sovereignty for islands of the Pacific Trust Territory led 
him to sign the compact legislation into law, thus setting the stage for Palau’s inde- 
pendence. We are also grateful to President William Jefferson Clinton for signing 
into law an enabling legislation passed by the Congress in 1994 putting into force 
the specific Compact of Free Association between Palau and the United States, 
which came into effect on October 1, 1994. October First is now our Independence 
Day and a national holiday in Palau. As we begin our fifth year of independence 
under the Compact agreement, Palauans everywhere proudly celebrate this day and 
the special relationship that exists between our two nations. The feeling of respect 
and admiration on the part of the Palauan people toward this great nation and its 
people for giving us our independence will continue throughout the term of this spe- 
cial relationship and beyond. 

This special relationship, as embodied in the Compact of Free Association, extends 
to Palau the privilege of military and defense protection of the most powerful nation 
in the free world. As a mutual partner and member of the American family, Palauan 
citizens may voluntarily serve in the Armed Forces of the United States. The Repub- 
lic of Palau receives the benefit of a variety of Federal grants and program assist- 
ance, particularly in the fields of education and health care. Our citizens also enjoy 
the freedom of migration and unrestricted access to the United States and its terri- 
tories. At the same time, Palau enjoys complete independence and sovereignty. 
These benefits and freedom given to Palau are not entirely free. Under the Compact, 
as you know, the United States provides these benefits and economic assistance in 
exchange for military land use rights. 

Mr. Chairman and members of this joint committee, while minor disputes and 
questions exist with regards to interpretations of certain terms and provisions of the 
compact, I am happy to report that the relationship that exists between our govern- 
ments is functioning effectively and efficiently. These disputes should not, in any- 
way, interfere or affect the normal government to government relations between our 
two republics. In fact disputes and minor disa^eements are regarded as a normal 
aspect of a healthy, working relationship. As long as lines of communication and 
continuing dialogue remain open and sincere, I am confident that all issues can be 
resolved pursuant to the provisions of the Compact, and, indeed, this oversight hear- 
ing serves as an important step in this process. 

Mr. Chairman, during this fiscal year which begins today, our government will 
lose approximately six million dollars in U.S. Federal programs and grant assist- 
ance, due to the compact five-year phase out schedule requirement. In addition, the 
compact operation fund that Palau receives annually for the first fifteen years is 
drastically reduced from twelve million dollars to seven million dollars, a five mil- 
lion dollars reduction. This loss of Federal programs and reduction in operation 
fund, totaling eleven million dollars, translates to loss of many jobs and valuable 
services to our people. While the effect of these reductions was anticipated, the re- 
ality as to how much they would affect our budget was not fully comprehended until 
the Olbiil Era Kelulau (Palau National Confess) began its 1999 fiscal year appro- 
priation process this past summer. Mr. Chairman, eleven million dollars may rep- 
resent a tiny fraction of the U.S. budget, but in Palau, it represents over twenty 
percent (20%) of our total annual budget. This will not only hinder our ability to 
deliver essential services to our people, but more importantly, it will also affect our 
economy. 

U.S. Federal grants and program assistance had helped many Palauans of all 
ages. These Federal grants and programs have been the backbone behind the suc- 
cess of our education, health care and social institutions. Although, some of these 
Federal grants and program assistance have been terminated or phased out pursu- 
ant to the terms of the Compact, other Compact provisions stipulate that Palau may 
request for continuation of various grants and program assistance and the United 
States may consider the request. I ask this Committee to consider this, as our re- 
quest for your representatives and ours to revisit those sections of the compact deal- 
ing with Federal grants and program assistance in order to discuss and assess the 
need for continuation. 

Mr. Chairman, one of the most important Federal grants that has truly helped 
many Palauan citizens is the Pell Grant. Without this grant, hundreds and hun- 
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dreds of Palauan students graduating from high schools would not have been able 
to attend colleges and universities in the United States, regardless of their academic 
standing. I understand that the House and the Senate conferees were able to agree 
on compromised language on H.R. 6 to extend the termination of freely associated 
states students Pell Grant eligibility from the year 2001 to 2004. I want to take this 
opportunity, Mr. Chairman, to extend my appreciation and gratitude to your col- 
leagues in the House of Representatives and the Senate who expressed strong sup- 
port for our students’ eligibility, and to especially thank you for your direct and per- 
sistent involvement in addressing our request. 

Allow me, then, Mr. Chairman to point out one minor fact that may have been 
overlooked during your specific deliberation on the FAS Pell Grant eligibility provi- 
sion in H.R. 6. While it is certainly the prerogative of the Congress to legislate on 
any issue it sees fair and appropriate, I feel that Palauan students are being short 
changed by terminating Pell Grant eligibility for all three freely associated states 
at the same time. Palau, as I mentioned at the outset, is celebrating its fourth anni- 
versary today. We are ten years away from 2009, the year in which our compact 
economic assistance terminates. The Compacts for the Federated States of Micro- 
nesia and the Republic of the Marshall Islands, however will terminate in the year 
2001, giving their students full eligibility during and possibly beyond the terms of 
their first fifteen years of their Compacts. As a matter of policy, I strongly believe 
that the Congress should be consistent and fair in its treatment to the freely associ- 
ated states. Mr. Chairman, to end or sunset the Pell Grant eligibility for all three 
FAS in the year 2004 would not be fair for Palauan students. Palauan students 
should remain eligible for Pell Grant assistance until the termination of our compact 
economic assistance in year 2009 and three years thereafter to be equitably fair. 
After all, section 124 of Palau’s compact stipulates that the United States will ex- 
tend similar benefits and treatment extended to FSM and RMI to Palau. While this 
may have been simply an oversight, Mr. Chairman, I respectfully request your Com- 
mittee to look into this matter in a fair and equitable manner. 

As an island nation, Palau is surrounded by a vast ocean. Our exclusive economic 
zone extends to two hundred miles from our shores and traditional baselines. With 
limited technology and government resources, it is extremely difficult to patrol our 
waters; as a result, a variety of ocean resources, particularly tuna stock and other 
highly migratory species, are harvested in our waters by poachers often using illegal 
fishing methods. We certainly need assistance in this area. Without consented ef- 
forts and mutual cooperation among the freely associated states and other Pacific 
islands and, certainly the assistance of the United States, we will not realize the 
full economic benefit of our ocean resources. In this connection, I request this Com- 
mittee and the Congress to assist us in this endeavor. 

Palauan culture is greatly influenced by the ever-present interaction between our 
people and the surrounding sea. As you know, Palau’s Coral Reefs are blessed with 
perhaps the richest diversity of marine life in the entire world. And now, as a newly 
independent nations seeking long-term economic stability, we look to our coral reefs 
as the resources which can attract and sustain our emerging tourism industry. The 
establishment of the Palau International Coral Reef Center could provide immeas- 
urable support for our efforts to rehabilitate, maintain and conserve Palau fragile 
reef system and serve as an ideal research base for the preservation of other reef 
systems the world over. This project is a tri-partite undertaking by the United 
States, Japan and Palau which was advanced within the framework of the Japan- 
U.S. common agenda. Both Japan and the United States have been focusing on the 
preservation of coral reefs since 1994 as part of their cooperation for addressing 
global environmental problems. Through a services of tri-partite discussions, we 
have developed a Basic Design Study in which the Republic of Palau has agreed to 
make available land for the site and to clear it in preparation for construction. Re- 
calling the many years of Compact negotiations with respect to land issues, I know 
you can appreciate the significance of Palau gesture to provide this land at no cost 
to the Center. Under the proposed plan, the Government of Japan will begin con- 
struction of the Center during the first half of next year. As for the United States 
role in supporting the Center, we have yet to see any significant commitment of 
funding to ensure the successful startup of the Center operations. In discussions on 
technical cooperation held in April of this year, U.S. delegation members pointed to 
the Federal Funds and programs committed to the Republic of Palau during the fif- 
teen year life-span of the Compact of Free Association. I wish to make one point 
very clear. The Palau international Coral Reef Research and Conservation Center 
was not part of Compact negotiations and, as a project arising from the bilateral 
cooperation between Japan and the U.S. under the Common Agenda, should not be 
funded with existing Compact funds. Reasonably, additional funds should be made 
available for this project whether under the Compact or otherwise. 
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Mr. Chairman, I would like to commend you for your strong support for House 
Congressional Resolution 131 which encourages the Administration to identify op- 
portunities to take substantive actions to advance the exploration of the ocean and 
the appropriate use of ocean resources and for your endorsement of the Coral Reef 
Conservation Act. Palau also views that June 11, 1998, Executive Order on Coral 
Reef Protection as a further indications of the U.S. Government’s commitment to 
international cooperation on the protection of coral reef species and the implementa- 
tion of appropriate strategies and actions to promote conservation and sustainable 
use of coral reef resources worldwide. 

Our record of discussion of June 7, 1996 on Palau Coral Reef Project, signed by 
then Charge d’affaires, Mr. Richard Watkins, indicates that the United States con- 
siders the proposed Center to be thought of as an integral part of the larger Inter- 
national Coral Reef Initiative. The recent Executive Order specifically calls for ex- 
panded collaboration with other International Coral Reef Initiative Partners to im- 
plement through its framework for Action. We would like to suggest that technical 
cooperation in the form of startup support for the initial five years of operation of 
the Palau International Coral Reef Center would be the one most significant gesture 
that the United States could make in the area of global coral reef protection. Wheth- 
er under the Coral Reef Conservation Act or through existing Federal programs 
under the Department of State, Department of Interior, Department of Commerce, 
and the Agency for International Development, we urge the United States to seek 
available means for supporting the Palau International Coral Reef Center Project 
as a truly tri-partite endeavor. In this regard, Palau stands ready to assist in ad- 
vancing the ideas of the Japan-United States common agenda. 

The largest single and certainly the most important project ever to be built in 
Palau, in terms of funding, magnitude, development and economic value, is the 
Babeldaob Compact Road. This project, as you know, is financed by the Government 
of the United States as part of the economic assistance package under the Compact 
of Free Association between Palau and the United States. The U.S. Army Corps of 
Engineers is charged with the responsibility to manage and oversee the construction 
of the road project, on behalf of the United States Government. The Palau Presi- 
dential Task Force on Babeldaob Road and the U.S. Army Corps of Engineers, have 
had many meetings in the last three years to discuss essentially all aspects of the 
road project. As a result, most of the preliminary work relating to plans and de- 
signs, surveys, land easements, environmental assessment study and environmental 
impact statement are completed. The actual ground breaking for the project is 
scheduled to commence at the end of this year or very early next year. 

Palau Government had planned to play an active role during the actual construc- 
tion of the project, as announced by President Nakamura on several occasions dur- 
ing the initial discussions of the project. To demonstrate his seriousness and desire 
to be part of the “team” and to really engage in all aspects of the road project. Presi- 
dent Nakamura created a task force, which was responsible to oversee all aspects 
of the project, including minimizing impact and damage to the environment. The 
plan was for the Government of Palau to unilaterally fund the task force with suffi- 
cient budget to hire and employ professionals in the fields of engineering, environ- 
ment and others to assist the task force in their task. Due to the unexpected col- 
lapse of the Koror-Babeldaob Bridge in the late 1995, much of Palau’s financial re- 
sources were directed to the bridge relief effort, leaving virtually no funding for this 
much desired professional team of experts to oversee the construction of the 
Babeldaob Road Project. Having no other options, the President submitted an appli- 
cation to the Department of the Interior requesting for technical assistance, in the 
form of grants, to fund the professional U.S. under the Common Agenda, should not 
be funded with existing to oversee all aspects of the road project and report to the 
Government of Palau. This team will represent the Government of Palau to ensure 
(1) that contractors meet design specifications and work quality standards; (2) that 
the environmental impact statement and requirements are complied with to mini- 
mize damages to the environment; and (3) that the interests of the Government of 
Palau are addressed and considered. Palau’s request for technical assistance from 
the Department of the Interior amounts to $625,000.00. I believe this is a reason- 
able request and, with the blessings of this Committee, I would like to ask the De- 
partment of the Interior to approve our application in an expeditious manner. 

Needless to say, Mr. Chairman the completion of this important project will play 
a major role in shaping our development, economic opportunity and self sufficiency 
and prosperity to our young nation. The island of Babeldaob, often referred to as 
the “Big island,” has great potential for development in the areas of agriculture, 
poultry, aquaculture, cattle ranches and tourism among others. 

The last thing I wish to report to you today, but certainly not of least importance, 
is the status of our Compact Trust Fund. As you may recall, in 1994 and 1995 Palau 
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received the sum of sixty six million dollars and four million dollars, respectively 
as trust fund. These funds are part of our economic package under the Compact of 
Free Association with the United States. Under the terms of the compact, invest- 
ment of these funds is restricted to U.S. securities and financial instruments and 
should he invested for at least five years before the Government of Palau can with- 
draw any interest from the principle investment. Mr. Chairman and members of the 
Committee, I am happy to report to you that the investment of our trust fund is 
doing exeptionally well. In just five years time, our investment has grown to a siz- 
able sum. We have been very fortunate in the sense that our investment firms and 
money managers have not suffered any major financial setbacks, thanks to healthy 
economic conditions of the United States. Our Government can now withdraw funds 
from the investment to supplement our budget shortfall, however, we are mindful 
of the fact that Palau, unlike FSM and RMI, is not eligible for FEMA and other 
Federal relief programs, thus the leadership is reluctant to exercise that option. Un- 
less it is absolutely essential, particularly in time of major disaster or emergency, 
the general feeling among the leaders in Palau is to leave the fund untouched for 
another five years. 

Mr. Chairman, these matters and issues I bring to your attention today are cer- 
tainly within your grasp to address, consider and resolve expeditiously and fairly. 
While minor disputes and differences exist, I am confident that this Congress and 
this Administration, like Palau, will focus on positive accomplishments that we have 
achieved in just four short years of our special relationship. The Government of 
Palau realizes the importance of maintaining open dialogue and lines of communica- 
tion on a regular basis, and welcomes oversight hearings such as this one, and Con- 
gressional or inter agency meetings in the future. Again, Mr. Chairman, on behalf 
of Palau President Kuniwo Nakamura and the people of Palau, I thank you for this 
opportunity to appear and testify before you and your distinguished colleagues. 
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Nuclear Claims Tribunal 

REPUBLIC OF THE MARSHALL ISLANDS 


P.O. Box 702, Majuro 
Marshall Islands 96960 
Tel (011)692-625-3396 
Fax (011)692.625-3389 



P.O. Box 5831 
Marshall Island: 
Tel: (Oil) 692-32 
Fax: (Oil) 692-32 


Honorable Don Young 

Chainnan. House Committee on Resources 

Washington. D.C. 20515 

Honorable Doug Bcrcuter 

Chainnan. House Committee on Internationa! Relations Subcommittee 
on .A.sia and the Pacific 
Washington. D.C. 20515 

Dear Chainnen: 

This is to provide infonnation for vour hearing on October 1 . 1 998 regarding the Marshall 

Islands. 


During the period from June 30. 1946 to .August 18. 1958. the Liiited Slates conducted 67 
nuclear tests in the .Marshall Islands. The ino.st po\\erft»! oftliese was ihe ‘’Bravo” shot, a 1 5 
megaton device detonated on March I. 1954, at Bikini .Atoll. TJiat test alone \\as equix alent to 
1 .000 Hiroshima bombs. While the Bravo test is the l>est known, many people do not realize that 
at least 17 other tests in the Marshall Islands were in the megaton range and the total yield of the 
67 lest was more titan 108 megatons, the e(|uivalent of more than 7,000 Hiroshima bombs. By 
comparison, the 87 atmospheric nuclear tests were conducted at the Nc\ ada Test Site during the 
periods specified under tlie Downwinders .Act had a total yield of approximately 1 . 1 megatons, 
about one hundredth of the total \'ield in the Marshall Islands tests. 

These tests forced the resettlement of islanders who lived on the test sites, and inan>' of 
whom still await cleanup and resettlement of their home islands, some of which were vaporized 
by the nuclear weapons testing. Islanders from across the Marshall Islands complained of 
elevated levels of disease associated with radiation e.xposure. These injuries led to the filing of 
class action lawsuits on their behalf In 1983. when the Compact of Free .Association wa.s 
negotiated, the U.S. was facing potential liability for claims of damages of some five billion 
dollars. Under the tenns of the Section 1 77 .Agreement, claims by Marshall Islands citizens and 
nationals were to be pursued tlirougli the Marshall Islands Nuclear Claims Tribunal, with initial 
ftinding of SI 50 million. However, in agreeing to allow the Section 177 process to go fonvard. 
the U.S. courts specifically contemplated that if tlie process resulted in unfair compensation, resoil 
back to the U.S. courts was possible. {S^eJuda v. U.S.. 13 Cl. Ct. 667 at 7, affinned h\ People 
ofEnewetak v. U.S.. 864 F.2d 134. at 137). 
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Tlie structure of the Settlement provided for annual payments of $18 million from the 
SI 50 milliom to be distributed among the peoples of Bikini, Ene^^etak, Rongelap and Utrik in 
differing amounts for loss or damage to property and person, the government of the Republic of 
the Marshall Islands for health care programs related to tlic testing program and a radiological 
svin’cy, and the Nuclear Claims Tribunal for its operations and paNment of awards. W’hile the 
dribbling out of payments over time (S270 million o\’er the 1 5 y'car Compact period) ga\'e the 
appearance of a more generous level of compensatioiL the basic settlement of SI 50 million was 
for an amount that many regard as substantially less than just. 

A key element of the Section 1 77 Agreement (the subsidiary agreement between the U.S. 
and Nfarshall Islands to implement the basic settlement contained in Section 1 77 of the Compact 
of Free Association) was tlie provision that ilie Marsliall Islands establish a Claims Tribunal to 
“render final detennination upon all claims past, present and future, of the Government, citizens 
and nationals of the Marshall Islands which arc based on, arise out of. or arc in any wav related to 
tlie Nuclear Testing Program. ’ In 1988 the Tribunal was so established, althougli it was not until 
1 99 1 that the Tribunal made its first award for personal injury. As of mid September, the 
Tribunal had made 1574 awards for personal injury' for a total of $65,508,500. of which only 
$33,346,945 has been paid to claimants. To date no awards have been made for loss or damage 
to properly'. 

Tlie difference between tlie amount awarded and amount paid is a result of the structure 
for the funding for aw ards (annual distributions from the Fund of $2.25 million tlie first tliree 
years and $3.25 million thereafter). Because of this structure both the 177 .\greemcnt and the 
Marshall Islands authorizing legislation (the Marsliall Islands Nuclear Claims Tribunal Aci 1987) 
prox'ided that awards may be made on a pro rata basis. In making its avx ards. e\'en thougli there 
were adequate funds to fully pay those first awards in 1991, the Tribunal chose to lake a 
conser\'ati\*e approach to attempt to balance interests of current awardees with tliose of future 
recipients, so that in the event tliat total awards over the life of the Tribunal exceeded the $45.75 
million provided for the 1 2 year Compact period, those claimants receiving aw ards at the end of 
the period would treated equitably compared to those receiving awards in 1991. Wlicn awards 
were made in 199 1 , the recipients receiv ed 20®® of tlieir awards. Subsequently annual pro rata 
payments were made annually as follows; 5®im I99l,8®ttin 1993, 10®bin 1994, and5*bit) 

1995. For each new award made after October 1991. an initial payment was made in tlic amount 
of the accumulated percentage received by previous awardees. 

By March 1996, the Tribunal had awarded more compensation than the $45.75 million 
provided to it under the Section 1 77 Agreement for payment of awards during the 1 5*year period 
of the Compact. Recipients who had received awar^ up until October of tliai year had received 
55®o of tlieir awards. 

Due to tlie depletion of the reserve of unexpended annua) funds built up during the early 
years, tlic Tribunal was forced to depart from its policy of making initial pavineiits at the 
cumulative rate received by previous awardees, as tlierc simply was not enougli money pay out at 
tliat level. .As a result, beginning of October of 1996, the Tribunal began making initial payments 
of 25?o of each new award. The Tribunal policy in regard to annual payments has evolved to the 
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point where now differential levels of annual pa>-ments arc provided - - witli a lo^^•c^ rate being 
paid to tliose who received awards before October of 1996 than tliose awarded after that time and 
wiio have thus been paid a lower percentage of their awards. 

As a result, a recipient who recei\'ed an award in 199 1 would today have received only 
59®^i of their total award, wtiile new recipients will receive only 25® b of their award as an initial 
pa^rinent. Additionally, a second group of tliose wiio received initial payments of 2S®b in tlie past 
and qualified for an annual payment have now received 30® 6 of their total award. 

The injustice tliis system of payment has become evident only with time. Recipients are 
denied the full enjoyment of their awards under tlK annual payment system because the \'aiue of 
the award has decreased as time passes witiiout full payment. But more unjust is tlie fact that 
more and more awardees will be denied full payment of their awards because they have pa.s.sed 
aw'ay. Tlie first nuclear test in the Marsitalls was in 1946. Tliose who \\crc ali\*c at that point in 
time, even if just bom, and suffered from radiation related disease or damage to property are 
passing aw’ay with greater and greater frequency', whether from radiation>related illness or just old 
age. Of the 1 574 recipients of Tribunal aw’ards. 525 are now deceased. Tlie fact that one third of 
those who received awards for nuclear test related claims to date will iie\’er receive full 
compensation speaks for itself. 

r\part from these structural inadequacies, tliere are concerns o\’er the integrity of the 
negotiation process. .Article VIII of the Section 177 A^eement states: 

The Government of the United States has concluded tJiat; (a) The Northern 
Marshall Islands Radiological Sur\'ey and related environmental studies conducted 
by tlie Go\'enunent of the United Stales represent the best ellbit of that 
Government accurately to evaluate and describe radiological conditions in the 
Marshall Islands 

Contrary to what was said for many* years by tlie Atomic Energy Commission, the Department of 
Energy*, and various U.S. officials including tliose involved in tlie negotiations leading to the 
signing of the Section 177 Agreement in 1983, there is now ample evidence to show that all of the 
islands and atolls of the Marshall Islands were contaminated to various degrees by radiation from 
the testing program. 

For example, a January 1955 report from the U.S. Atomic Energy Commission (AEC) 
entitled Radioactive Debris From Operation Castle. Islands of the Mid-Pacific ivas made available 
to the Republic for the first time in 1995. Tliat report, which had remained in a classified status for 
40 years, includes tables listing radiation fallout doses as measured for 27 Marshall Islands atolls 
for each of the six tests conducted in that 1954 series. The cumulative doses contained in that 
report were apparently not of great concern at the time, except for Rongelap, .Ailinginae and 
Utirik. However, radiation protection standards establislied just tlu^ years later should have 
raised concern for most of the otlier atolls. In 1957, the U.S. National Bureau of Standards 
published an addendum to its report ^59 for the National Council on Radiation Protection (NCRP) 
in wliich a new public limit of 0.5 rem (500 mrein) per year \N'as established for maximum 
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pcnnissiblc exposure. Two years later, in 1959, the International Cointnission on Radiological 
Protection set a maximum general |Hib!ic limit of 0. ! 7 rem < 1 70 mrem) per year (ICRP 
Publication 2). (It should be noted that in 1990 tlie ICRP reduced the general public limit to 1 
mSv (100 mrem) per year (ICRP Publication 60).] 

The ctut)u!ati%« doses contained in tlie 1955 AECrepcutfortheCa^leserles are external 
only and do not combine Internal doses as current radiation protection standards now require. 

Also, for various reasons discussed in the report (at pages 44, 47-48, and 53-54), the e.vtemal 
x-alues giveji are, in general, underestimations. It sliould also be noted that tlte monitoring was 
conducted ov«- only a 12-w^^ period, not an entire year. Cfeviously, unmeasured radioactixe! 
debris continued to fall out, albeit in decreasing amounts, during the weeks and inontlis following 
the conclusion of the series. 

KotvvitlistMidii^ llie undeiestimations invoh’wi e.’qjoaiie le\-cls in that report show 
that 10 of the 22 p^^ulatcd atolls listed exceeded the KCRP 1957 ma.\iiniiin limit of 500 tnretn 
o\‘er the period of an entire y'car for the general public and an additional 10 populated atolls 
e.xceeded the ICRP 1 959 general public limit of 1 70 mrem for a whole year. 

Because such infonnation was iicrt available to those negotiating the settiernent on bdtalf of 
the Marsliatl Islands, tlic U.S. assertion llrat the 1978 sur%-cy represented its "best eftbrt” to 
describe condition.? in the Marshall Islands must be disregarded. Tiie U.S. had an obligation to 
di.sclo.« tins inffKination and failed to do so. Tlie elTect Ihi-s will lutve the settWment remain.? to 
be seen. 

.Article IX of the Section 177 .Agreement specifically deals with “Changed 
Circumstances*’ and provides that if the c.vteiit of loss <»■ damage to property and pereon resulting 
from tlic nuclear testing pro^am is disco\'crcd after the effective date of that A^cment and if 
those injuries render the settletnent “manifestly inadequate,*’ then the Go\emment of the Marshall 
Islands may request that the Govenunent of the l.hiitcd States pro\ide for such Injurie.s by 
submitting such a request to tlic Cemgress of tl«: United States for ite consideration. The fact that 
the oqposure levels sustained by people lin ing on nearly e\-ery atoli in the Marshall Islands in 1 954 
exceeded It.S. and international maximum pennissibk levels established shortly thereafter, 
coupled witli the failure of the U.S. to disclose such exposure levels, may well satisfy* tlie 
requirements of Article IX for changed circumstances. 


Tlie Nuclear Claims Tribunal is appreciative of the opportunity to bring these matters to 
your attrition. Hopefully you will this discu^ion of issu» t^lpftil. Please feel free to contact us 
with any questions you may Iiaxe regarding Tribunal matters. 


Very tnily yours. 



Oscar deBrum 

CIminnan, Nuclear Claims Tribunal 
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NHIJELA OF IHE lORSHALL JSIANDS 

19TH COKSTITDTIOHM. RESOIAR SESSIOH, 199B ^ RESOLUTION NO. ^ ? 

1 

2 A RESOLUTION 

3 To express and convey .the deep sense of appreciation and 

4 recognition of the continued friendly relations between the 

5 Republic of Che Marshall Islands and the United States. 

6 HHEREA5> on Nooeabec 3. 1996, President Reagan Issued 

7 proclanation 5564, Implenenting s Conpaet of Free Association 

8 between Che United states and the newly formed gowemments of 

9 Pacific island areas which had been administered by the United 

10 States since 1947 under a United Nations trusteeship: and 

11 WHEREAS, the Compact of Free Association was approved by the 

12 United States Congress with overwhelming bipartisan support on 

13 January 14, 1986, under terms set forth in the Compact of Free 

14 Association Act of 19fiS; and 

15 MHEREAS, in addition to providing the multilateral fraaeworJc 

16 for friendly political relations with the new Pacific island 

17 natlcns, the Compact of Free Association established, on a 

18 bilateral basis, a long-term military alliance and permanent 

19 strategic partnership between the Repiiblle of the Marshall Islands 

20 and Che united States: and 

21 NXEREAS, for 50 years the United States has plsyed a unique 

22 and indispensable role in maintaining international peace and 

23 security in the Marshall Islands , essential to the feasibility and 
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MSOIOTIOR SO. G ? 

1 ultlnate success o£ the United States l4d strategy o£ nuclear 

2 deterrence during the cold Wat era, as well as the United States 

3 Strategic Defense Initiative which contributed signitieantly to the 

4 end of the nuclear asms race; 

5 HHEFEAS, the people of the Marshall Islands and the United 

6 states have a close and mutually beneficial relationship which 

7 evolved from liberation and military occupation at the end of World 

8 war II to the United states administration under the Iteited Nations 

9 trusteeship frc»i 1947 to 19BS and which is new maintained on a 

ID governaent-to-goverssieRt ' basis under the Compact of Tree 

11 Assoelationi and 

12 HKEJtEAS, this relationship was forged through a process of 

13 self-determination and democtatlration which reflects the common 

14 values and eross-eultural respect that the people of the United 

15 states and the people of the Marshall Islands have developed since 

IS the middle of the last century when the Anerlcan missionaries first 

17 came to the ttershall Islands: and 

II MRSKEJiSt the people of the United States and Its allies paid 

19 a high price, including grant loss of life and injuries in the 

29 heroic battles for Kwajaleln and Roi-Mamur, to liberate the 

21 Marshall Islands during World War tl, and 

22 HHIREAS, the people of the Marshall Islands suffered great 

23 injury and hardship due to the exposure of individuals to nuclear 
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2 Islands; and 

3 HHEBEAS) in recognition of the unique role of the Republic of 

4 the Marshall Islands in ’supporting the United states during the 

5 cold War and the hardships suffered as a result of the nuclear 

6 testing progran, the 104« U.S. congress provided additional 

1 assistance, pursxiant to the conpact of Free Association Act of 

6 19B5, to &eet the special needs of the people of the Marshall 

9 Islands arising from the nuclear testing program. Including funding 

10 tor radiological monitoring, island rehabilitation, and community 

11 resettlement programs; and 

12 WHEREAS, within the framework of the settlement of all legal 

13 claims under Section 171 of the Compact of Tree Association Act of 

14 1985, the C.S. Congress continues to monitor and evaluate measures 

15 being taken to implement programs authorised to promote the 

16 recovery, resettlement, health, and safety of individuals end 

17 eommunitios affected by the nuclear testing program in the Marshall 


18 Islands; end 

19 WHEREAS, the special relationship between our nations and our 

20 peoples is a bond that has grown strong as a result of our shared 

21 history and common struggle to promote international peace and 

22 security and to secure liberty for future generations; end 

23 whereas, the Republic of the Marshall Islands continues to 
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1 play an important strategic tola in the •’preseroatlon et global 

2 peace.- now therefore, 

3 BE IT RESOLVES by the people of the Republic of the Marshall 

4 islands through their NitiSala In its 19“ Constitutional Regular 

5 Session, 1998, that the people and the NltiJelaj 

e (1) tecognire the value of continued friendly relatione 

7 between the Republic of the Marshall Islands and the Baited 

S states 1 

9 (Zi intend to aaintaiis, through appropriate nutually 

10 agreed political and economic neasures, the long-ter* military 

11 alliance and strategic partnership defined by the Co^act of Free 

12 association as a primary element of bilateral relations between the 

13 Republic of the Marshall Islands and the United States in the 

IS future; 

15 (31 recognize the importance of ongoing measures to 

16 address, in accordance with the legal settlement set forth in 

17 Section 177 of the Compact of Free Association of UBS, the impact 

18 on the Marshall Islands of the nuclear testing progranaf and 

19 (41 intend, through its oversight responsibility and the 

20 exercise of constitutional authority regarding negotiation and 

21 approval of bilateral agreements with respect to those provisions 

22 of the Compact of Free Association which expire, in 2001, to 
exercise vigilance in preserving the incerests of both countries to 
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KESOLUTION NO. 




1 

2 

3 

4 

5 
€ 

7 

8 
9 

10 

11 


ensure that the friendship between the Republic of the Karshall 
Islands and the United states is sustained as Butually agreed 
pursuant to their respective constitutional processes. 

Certificate 


Z hereby certify: 

(1) that the above Nitijela Resolution has been 

adopted by the Hitijela of the Marshall Islands on the fyVk day of 
Fai>rUafY- ^ 1998; and 

(2) that 1 am satisfied that Kltljela Resolution Wo. 
has been adopted in aceordande with the Constitution of the 
Karshall Islands and the Rules .of the Witijela. 

I hereby place my signature before the cierX of the Kitijela 
this day of > 1998. 

ATTEST: 



Islands 


— ■ — 

Joi Riklon/ Clerk 
Witijela of the Marshall 


Islands 
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EMBASSY OF THE REPUBUC OF THE MARSHALL ISLANDS 
2433 Massachusetts Avenue, N.W., 

Washington, D.C. 20008 
Tel. #(202) 234-5414 
Fax #(202) 232-3236 


October 22, 1998 


The Honorable Don Young 
Chaiiman 

Committee on Resources 

1324 Longworth House Office Building 

Washington, D.C. 20515 

Dear Chaiiman Young: 

As you are aware, following the recent hearing on the FAS, we were asked to respond to 
the status of the Marshall Islands participation in the 1 949 Geneva Conventions on 
Humanitarian Law in Armed Conflicts. This is to advise that, pursuant to S. 331 (a) of the 
Compact (attached), the Marshall Islands delegated to the United States the exclusive power to 
deal with these Conventions on its behalf. In short, it would be a specific violation of the 
Compact for the Marshall Islands to ratify the same. In this respect, I attach a letter dated 
October 4, 1 980, from Ms. Ginger Lew from the Department of State which identifies the 2 1 
treaties which the Marshall Islands so agreed to covered by S. 33 1 (a), with the subject treaties 
consisting of i. through I. of the same. The delegation so provided under S. 33 1 (a) is another 
concrete manifestation of the truly unique relationship between the Freely Associated States and 
the United States, of which the Republic of the Marshall Islands is justly proud. 

I hope the above is responsive. Please advise me if you have any questions. 



Attachments 
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PosMt" brand fax transmittatfyWwno 7671 |i>a<p>gM > ^ 














Questioa Submitted for the Record 
by >Ir. Berreuter 


Ouestloii for the Marshall Islands Renresentetive 

The 1949 Geneva Convention on Humanitarian l^w in Anned Conflicts are the most widely 
ratified international treaties in the world, but the Marshall Islands are not signatories. Is there a 
reason for this? 
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DiPARTy.EST CF STATE 
WASHINGTON, O.C. 20520 


October 4, ISBO 
Eon a 


Honorable f-jidon Aciaralch 
Secretary for Foreign Affairs 
Governrent of the Federated States 
of Micronesia 

Ponape, Eastern Caroline Islands 


Dear Mr. Secretary: 

During the October 3, 1980 Eultilateral oiscussions 
conducted at Kona, Hauaii the Govern.:?ent of the United 
States offered to provide the Governments of the Federate 
States of Micronesia, Palau, and the Marshall Islands a 
list of Defense and International Security Treaties 
covered by Article III, Section 331 (a) of the Draft 
Cor.pact of Free Association. 

Attached hereto is the above-nent ioned list. 


Sincerely, 



oc: Jamas T. Stovall, Esquire 


B3-2 
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0,S. oegense ano Security Treaties Aonlica&le antler 
the CowoACC of free Asscciatir^n 


a. Agreed ninuce to che Treaty of Mutual Cooperation and Security 
Initialed, January 19, I960. 

b. Agreeraent relating to the Location and Operation of a 
Temporary Japanese Oownrange Station on Kuajalein Island pursuant 
to an exchange of notes at Tofeyo, March 2?, 19^4, as noditied and 
extended Kay 20, 1977. 

c. Korean Mutual Defense Treaty, signed October 1, 19S3. 

d. Philippines Mutual Defense Treaty, signed August 1951, as 
amended . 

e. Treaty with the USSR on the Limitation of Anti-oal I istic 
Hissle Systems, signed May 26, 1972. 

V 

£. Interim agreement on certain measures with respect to Che 
Limitation of Strategic Offensive Arms with Protocol, signevl Nay 
26. 1972. 


g. Basic principles of Negotiations of the Further LlRlcation of 
Strategic Offensive Arms, signed June 21, 1973. 


h. Protocol of Che Prohibition of the use in war of Asphyxiating, 
Poisonous or other Gases, and of Bacteriological Methods of 
Warfare, dated June 17, 1925. 

o2= r/fs? 

i. Geneva Convention for the Amelioration of the/wounded and Sick 
Armed Forces in the Field, dated August 12, 1949.^ 

j. Geneva Convention ' for the Amelioration o'f' the Condition of che 
Wounded, Sick and Shipwrecked Members of the Armed Forces at Sea, 
dated August 12, 1949. 

k. ’ Geneva Convention relative to the Treatment of Prisoners of 
War, dated August 12, 1949. 

l. Geneva Convention relative to' the Protection of Civilian 
^Persons in the Tine of War, dated August 12, 19'49. 

n. Security Treaty .between Australia, Hew Zealand, and the Onited 
States, signed Septeaber 1, 1951. • 


n. Treaty of Peace’ vlth Japan, signed September 8, 1951. 

o. The Antartie Treaty, signed December., 1959. 

Outer'enH.^’®""!"?, Weapon Tests -in the Atmosphere, In 

outer space, and Under Kater of Auguat-S, 1963, 


governing the activities of states In the 
Space, Including the Moon and Other 
Celestcal Bodies o£ January 27, 1967. 
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Agre«menc on tho Rescue of Astronauts, anW the Return of 
Objects Launched into Outer Space of Aprli 22, I96d. 

s. Treaty on the Non-prolifetation of Nuclear Weapons of July l, 

ises. 

t. Treaty on the Prohibition of the Enplacement of Nuclear 
Weapoons and Other Weapons of Mass Destruction on the Seabed end 
the Ocean Floor and in the Subsoil Thereof of February H, 197*, 

u. Conwentloo on the Prohibition of the Oeuelopment, Prodocti-.s 
and Stockpiling of Bacterioio^ical {Sioio9i€al) and Toxin weapons 
and on Their Destruction of April 10^ 1972. 
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